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The I. L.O. 


The International Labour Organisation is an intergovernmental agency, of which 
80 countries are members. Representatives of governments, of management and of 
labour organisations participate in its work. It was established in 1919 and entered 
into relationship with the United Nations as a specialised agency in 1946. 


Its purpose is to promote social justice in all the countries of the world. To this end 
it collects and disseminates information about labour and social conditions, formulates 
international standards and supervises their national application. It also engages in 
operational activities and provides technical assistance in carrying out social and 
economic development programmes. 


The machinery of the Organisation consists of — 


The International Labour Conference, which is the supreme body of the Organisation. 
It constitutes a world forum for labour and social questions. National delegations to the 
annual meetings comprise four delegates, two representing the government, one representing 
management, and one representing labour; each delegate speaks and votes independently, 
so that all points of view find full expression. 


The Governing Body, composed of twenty government representatives, ten representatives 
of management and ten representatives of labour, which is the executive council of the 
Organisation. 


The International Labour Office, which acts as a secretariat, an operational headquarters, 
a world information centre and a publishing house. It is staffed by experts drawn from 
many different countries, whose knowledge, experience and advice are available to all 
nations which are Members of the Organisation. It has branch offices and correspondents 
in many countries. 


The Conference adopts international labour standards which are formulated in 
special international treaties called Conventions, and in Recommendations. These are 
based on careful fact-finding and discussion. As a two-thirds majority of the Conference 
is required for their adoption they represent the general agreement of informed world 
opinion. The decisions of the Conference are not automatically binding, but govern- 
ments must submit the Conference standards to their national legislatures. When the 
legislature accepts a Convention the government is bound to apply it. 


On the operational side the I.L.O. provides governments with expert advice and 
technical assistance in matters connected with labour and social policy. For this purpose 
it has established in various parts of the world field offices which serve as centres for 
assistance to governments in such matters as building up employment services, increasing 
productivity, the development of training facilities and the administration of social 
security programmes. The I.L.O. participates in operating the United Nations Expanded 
Programme of Technical Assistance. 


The work of the Organisation also includes the holding of regional conferences, 
sessions of Industrial Committees to discuss the problems of particular industries on 
an international basis, and a variety of specialised technical meetings. 

All these activities are closely co-ordinated with a view to fulfilment of the purpose 
for which the International Labour Organisation was created—the promotion of social 
justice and peace. 
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Employment Fluctuations, 
Productivity and Cost-Inflation 
in Manufacturing Industry 


by 
H. A. TuRNER 


In spite of the steady rise of productivity the advance of real 
wages in most industrialised countries with full employment is 
constantly retarded by inflation. Examining the dilemma of rising 
productivity with twmflation or stability of prices with insufficient 
employment, Mr. Turner, of the Faculty of Economic and Social 
Studies of the University of Manchester, suggests, on the basis of 
experience in British manufacturing industry, that the interaction 
of productivity growth, wage increases and fluctuations in the level of 
employment may be far more complex that has hitherto been supposed 
and concludes that the root of the problem lies in the wage structure 
itself, and in particular in the relationship between piece rates and 
time rates. 


INTRODUCTION : RECESSION OR INFLATION 


‘THE industrial economies have veered away over 1958-59 from 

the Charybdis of recession. But many of their observers and 
steersmen have already foreseen the Scylla of inflation again rising 
in their course. At the time of writing, indeed, and although the 
general level of employment has not yet in all countries regained 
its former post-war peak, several governments have thought it 
advisable to damp down the new economic expansion by, for 
instance, raising official interest rates. 

Post-war policies against inflation have broadly taken three 
forms. First, action to restrict demand (like that already referred 
to). Second, attempts to control or “ restrain ” increases in wages 
and other costs. Third, inducements to increase productivity. 
So far, the main controversy has been between policies of the first 
and second type. The opposing advocates of these two policies, 
however, have generally all supported measures of the third type— 
those aimed to improve the growth of productivity. 
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Each of these policies, however, implies causal assumptions— 
about the way incomes, costs and prices are determined. As 
regards wages, for instance, policies of the first type assume that 
these are largely governed by the relation between the supply 
of labour and the demand for it. Policies of the second type, on 
the other hand, suppose that wages are substantially affected by 
factors independent of the levels of employment and unemploy- 
ment (like a pressure to achieve or maintain “ fair ” wages). While 
policies of the third type assume that average money wages are 
also independent of productivity—at least to the degree that an 
increase in productivity growth will not cause a similar acceleration 
in the growth of wages and other incomes. 

This last assumption the following study will suggest to be 
very dubious. Clearly, however, a central question for the control 
of inflation is the relation between wage movements, the growth 
of productivity and the level of employment. And, since there 
seems a great deal of disagreement among economists and other 
students as to the exact nature of this relation, the problem can 
only be resolved by empirical inquiry. 

A major difficulty in any such inquiry is often the character 
of the available statistical information. Public statistical series 
are frequently the by-product of some administrative process : 
and that process may itself affect their trend quite as much as the 
underlying economic phenomenon their movement is thought to 
reflect. For instance, figures of unemployment which are mainly 
derived from registrations for public (or trade union) unemploy- 
ment benefits will obviously be affected by the conditions on which 
benefits are granted. Beyond such things, however, available 
indices of employment, wages, and productivity often relate only 
to limited sectors of the economy; and the sectors may differ 
significantly in area, according to the index concerned, so that 
comparison between two such series—say, of wages and employ- 
ment—may reflect movements in a sector which is excluded by 
one series and included by the other, rather than in sectors which 
are common to both. To take a simple instance, one often finds 
changes in the British official percentage of unemployment com- 
pared with changes in the official indices of wage rates or earnings, 
notwithstanding the fact that the former percentage relates to all 
employees, while the two indices of wages refer to specified (and 
differing) groups of wage earners only. But the employment 
situation of the wage earners covered by these indices is by no 
means necessarily typical of employees in general, nearly one- 
third of whom are, in Britain, salaried. For example in post-war 
recessions like that of 1956-58, when the employment of wage 
earners fell quite sharply, the employment of salary earners seems 
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to have risen steadily, which clearly affects the significance of 
changes in any over-all percentage of unemployment. 

The increasing proportion of “ staff” workers or salary earners 
among industrial employees has, indeed, several effects on the 
statistical series which one must use in inquiries like the present. 
Between 1951 and 1958 the proportion of “ staff” employees on 
British manufacturing payrolls rose from under 18 per cent. to 
nearly 24 per cent.!, so that, for instance, output per employee in 
manufacturing showed no rise over 1951-53 and actually fell over 
1955-58. But in the same two periods hourly output per production 
operative in each case rose. Similarly, over 1951-52 and again over 
1955-57, total manufacturing employment showed little significant 
change ; but that of manufacturing operatives feil considerably. 

This change in the distribution of employment between salary 
and wage earners has, incidentally, some important implications 
for national employment policies. Thus the British Government’s 
commital to “ full employment ” was in 1951 officially defined as 
an intention to prevent registered unemployment rising above 
3 per cent. of all employees (although public opinion has, in fact, 
become seriously concerned well before notified unemployment 
reached that figure). Now, in practice, the percentage of unem- 
ployment in manufacturing has generally been very close to the 
national average, so that one can suppose the same figure of 3 per 
cent. unemployed to define the lower limit of “ full employment ” 
for manufacturing employees as a whole. But one can also reason- 
ably suppose that those registered as unemployed in manufacturing 
will consist almost entirely of wage earners (as much because of 
the salary earner’s different market situation as of his more secure 
conditions of employment). In 1951 an over-all unemployment 
percentage of 3 per cent. would thus already have implied 3.4 per 
cent. of unemployment among operatives. In 1958 the same over- 
all percentage implied 3.8 per cent. of unemployment among 
operatives—already well above the peak percentage of the 1958-59 
recession, which the public, at least, apparently considered intoler- 
ably severe. By 1970, if the ratio of “ staff” to wage earners in 
manufacturing goes on rising at its typical post-war pace, a 3 per 
cent. national unemployment percentage will imply 4.2 per cent. 
of operatives registered unemployed. 

At any rate, one justification of the present study is that from 
information recently available it now seems possible to derive 
statistical series for employment, wages and productivity which 
apply in each case to an identical major sector of the British 


1See table II of the present writer’s “Employment Fluctuations, 
Labour Supply and Bargaining Power”, in Manchester School of Economics 
and Social Studies (May 1959). 
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economy, and cover a period of several years (1951-58) that also 
comprise a period of considerable fluctuation under each head.? 
While this limits the evidence to manufacturing industry in the 
main, it also happens that manufacturing operatives—some 
7% million of them—are the majority of British wage earners, 
and compose some three-quarters of those for whom a regular 
general wage census is made. It will be suggested that wage 
movements in manufacturing are in any case critical to those in 
the economy at large. Certainly, the wage agreements of the 
largest single groups of British manufacturing operatives—the 
engineering and shipbuilding workers, whose Confederation has 
over 2 million members—have often played a dominating role in 
national wage trends. 

In general, moreover, statistical series for manufacturing 
industry seem more reliable than those for other sectors of the 
economy—a consideration of some importance when quite small 
changes in the main indices may be significant. But particularly 
it appears that the conclusions of this study may be applicable to 
other industrial economies. However, there are very few countries 
other than Britain in which all the statistical series used here (which 
include the total employment of wage earners and total hours 
worked by them, and figures of production, wage rates and earnings 
per operative-hour) are available or can be constructed from 
published data. So the present study may at least suggest lines of 
inquiry that might be profitably pursued in other countries. 

This discussion will have two main parts. The first will deal 
with the effect of employment fluctuations on productivity and 
costs. The second will discuss the relations between employment, 
productivity and wages. Some brief general conclusions will follow. 


TRENDS IN EMPLOYMENT AND UNEMPLOYMENT 


It is very common to take the state of the labour market as 
indicated by the percentages of unemployment—or alternately 
by the relation between the number of notified unemployed and 
that of notified vacancies. And for present purposes this might 


1 These figures cannot be derived for dates before mid-1951, because a 
regular government inquiry into overtime and short-time working was 
only then started. Similarly, they cannot be carried much beyond mid- 
1958, because at that time the Index of Manufacturing Production was 
revised. The new index shows much the same fluctuation as the old and 
can be carried back to 1954: but relative to the previous one it has a slight 
upward bias, which is nevertheless big enough in the present context to 
make comparisons of years before and after 1954 uncertain if the revised 
index is used for subsequent periods. There was also a slight revision in the 
official index of wage rates, which affects this series from the beginning of 
1959. 
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seem to be the most relevant indicator, since one would expect 
wages to be influenced less by the absolute number of jobs than 
by the relation between the available supply of labour and the 
demand for it. But although a percentage of unemployed will 
obviously vary to some extent with the availability of work, it 
would be wrong to regard it as at all an accurate measure of the 
scarcity or surplus of labour under contemporary circumstances. 
The reason for this is that prolonged high employment, combined 
with rising real wages and greater stability of earnings, has drawn 
many workers into the post-war labour market who would not, 
before the war, have generally been considered—or would not have 
considered themselves—available for employment. Already in 
1951 (at the beginning of the period studied here) some 15 per cent. 
of all employed workers in Britain, for instance, consisted of 
people over the social insurance pensionable age or (particularly) 
of married women ; and this proportion certainly increased con- 
siderably between then and the boom of 1954-55.1 In other words, 
a high demand for labour increases the supply of it. But conversely, 
a fall in the number of jobs tends to be reflected, not in an identical 
increase in the number of notified unemployed, but in a with- 
drawal of such workers (“secondary ” workers, as they may be 
called, to distinguish them from the men and younger women who 
compose the “ primary” labour force) from the labour market. 
The effect is shown by table I. 

The registered unemployed actually include many workers who 
were “ temporarily stopped ” and had not lost their jobs, but were 
working short-time. Nevertheless it will be seen that only a small 
part of each year’s change in employment, up or down, is reflected 
in the unemployment percentage.? The only year in which the 
unemployment percentage is a better guide to the market for 
manufacturing wage labour than the level of employment is 
1956-57, when the slight rise in unemployment indicated that the 
year’s small growth in the number of jobs was inadequate to absorb 
an increased juvenile entry to the labour force. 


1 According to a recent official analysis (Ministry of Labour Gazette, 
Mar. 1958) the number of married women in employment rose by some 
three-quarters of a million—equivalent to a more than 3 per cent. increase 
in the total labour force—between 1948 and 1957. 

2 Some dismissed operatives might, of course, displace workers outside 
manufacturing, so that the unemployment appears elsewhere. But the 
effect cannot be very significant in national terms. The national unemploy- 
ment percentage (which otherwise would have changed disproportionately) 
remained at 0.2 above that estimated for manufacturing operatives throughout 
the period covered by table I—except in 1958, when it rose considerably less, 
In any case, there is the same difference between the movement of national 
employment and unemployment levels (see the present writer’s “ Measuring 
Unemployment ”, in journal, Royal Statistical Society, Series A, Part I, 
1955). 
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TABLE I. CHANGES IN EMPLOYMENT AND UNEMPLOYMENT AMONG 
BRITISH MANUFACTURING OPERATIVES, 1951-581 





Percentage of all 

Period Total operatives operatives Total operative-hours 
employed registered as worked per week 

unemployed 





September 1951 








(estimated) ....| 7% million 1.0 326 million 
Annual percentage change 
1951-52 . —2.0 +0.8 —2.0 
Yer +3.3 —0.5 +4.2 
SE eae +2.5 —0.2 +3.0 
PE st. 3 @ ee +1.2 —0.2 +1.4 
ee —2.0 +0.2 —2.7 
 .. SS rare +0.3 +0.2 +0.3 
Re iene ee | —3.6 +1.6 —4.9 











1 In this table the employment of operatives is estimated from total reported employment by deducting 
the proportion of “ staff” employees shown by returns from a large sample of manufacturing establishments 
October of each year. The percentage of unemployment is estimated by assuming all employees registered 

loyed in turing industry in early November of each year (except 1951) to be operatives. 





The total hours worked by manufacturing operatives is estimated from the quarterly return of overtime and 
short-time working collected by the Ministry of Labour for November in each year. 


However, table I also shows that the number of jobs was not 
itself a complete indicator of the fluctuations in manufacturing 
employment, because in nearly every year the total of hours 
worked by operatives rose—or fell—more than the numbers 
employed. This is particularly obvious in the recovery of 1952-53, 
and the recession of 1957-58. The reason for this is that on the 
one hand overtime working has tended to rise steadily since the 
post-war reductions in the “standard” British industrial work- 
week (partly because in circumstances of high employment the 
workers’ desire for extra earnings has been less strictly controlled 
by the unions). On the other hand there has also been a strong 
tendency in trade recessions not to dismiss “ primary ” workers— 
partly, again, because of outright union resistance or of union 
demands for redundancy compensation. So that in a slump, 
dismissals are mostly confined to older workers or married women, 
and the work remaining is shared out by reducing working hours. 

In fact, table I is not detailed enough to show the full subtlety 
of the relation between employment trends and working hours. 
To complete the picture the accompanying diagram A gives a 
quarterly comparison of changes in the total payrolls and hours 
of manufacturing operatives.! This graph shows, not merely that 
working hours are considerably more sensitive to changes in demand 


1 Derived from table I of “ Employment Fluctuations, Labour Supply 
and Bargaining Power ”, loc. cit. 
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than employment proper (so that, for instance, they reflect seasonal 
fluctuations much more strongly) but that they often anticipate 
changes in payrolls. However, the level of overtime working at 
the end of 1958, some time after a sharp decline in employment 
had set in, was still higher than in the boom of 1951. It appears, 
in fact, that a reduction in working hours is now generally used 
to share work out until the running down of payrolls from natural 
wastage and the withdrawal of “secondary” workers permits 
firms again to offer the now customary minimum of overtime to 
the operatives remaining. So that in the recessions of 1951-52, 


DIAGRAM A. INDEX OF QUARTERLY CHANGES IN TOTAL EMPLOYMENT 
AND HOURS OF BRITISH MANUFACTURING OPERATIVES, 1951-58 
107 
106 
105 
104 
103 
102 
101 
100 
99 14 
98 


97 





96 


oun rnruntrnmn tro mWtenn teat aaa aa 
1951 1952 1953 1954 1955 1956 1957 1958 


seses Total operatives employed. ques Total operative-hours. 


1 In diagram A, of course, a difference in the movement of the two curves 
indicates changes in average hours worked. For instance in the last quarter 
of 1957 both curves rose the same amount, showing that the usual seasonal 
rise in average hours had failed to occur—a sign of the coming recession. 
In the first and second quarters of 1958 the total hours curve fell faster than 
the employment curve, reflecting a sharp reduction in average hours. In the 
third quarter of 1958 the two curves fell the same amount, showing that the 
decline in average hours had halted. And in the last quarter of 1958 the sharp 
rise in the total hours curve, despite the continued fall in employment, 
indicated an increase in average hours that forecast the 1959 recovery. 
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1955-56 and 1957-58 average working hours, having first been cut, 
were later increased again even though employment (and in one 
case total working hours) continued to fall. 

Thus on the one hand the period 1951-58 includes quite sub- 
stantial swings in the demand for manufacturing labour; even 
after eliminating merely seasonal fluctuations, total hours worked 
rose some 11 per cent. from the low point of 1952 to the boom of 
1955, and fell again by over 7 per cent. by the end of 1958. But on 
the other hand the main impact of a recession on the “ primary ” 
workers who make up the great majority of manufacturing 
operatives (and of union members) is a temporary loss of overtime 
working or, at worst, a period of short-time. The effect of this on 
the operatives’ bargaining strength is clearly likely to be rather 
less than that of old-style “open unemployment ” 


Employment Fluctuations and Productivity 


Changes in the total of operative-hours worked therefore appear 
to provide by far the most significant index of the manufacturing 
employment situation. And given our estimate of these, it is easy 
also to estimate changes in productivity per operative-hour 
worked, with the result shown in table II. 

To reduce the effect of merely seasonal changes, seasonally 
adjusted indices of total hours and output have been used in 
making this calculation. Nevertheless, it is obvious that we have 


TABLE II. PRODUCTIVITY PER OPERATIVE-HOUR IN BRITISH 
MANUFACTURING INDUSTRY ! 


(September 1951=100) 





Quarter | 1954 1952 | 1953 1954 1955 1956 | 1957 | 1958 





I 
II 
Ill 
IV 


| 102.8 
| 103.7 


105.2 
105.2 


108.2 
109.9 
108.2 
110.4 | 


108.5 | 
107.3 | 
106.7 | 


1 
1 
1 
109.7 | 11 


1 
1 
1 
1 


1.5 | 112.9 
3.2 | 112.2 
1.4 | (111.5) 
3.0 {113.7 





Annual 
average .| (99.0)) 96.3 | 99.4 
Change from| 
previous 
year ..| 





2.7 |4 


-3.3 | 


104.2 


+4.9 


109.2 


+4.7 | 


108.1 | 11 


—1.0 | 


2.5 


4.1 0.0 





| 
io 6) 
| 
| 





1 Calculated from table I of “ 


Employment Fluctuations, Labour Supply, and Bargaining Power ”, 


loc. cit. (operative-hours seasonally adjusted), and the British Official Index of Manufacturing Production ; 
the official index is not seasonally adjusted for dates before 1954 and the adjustment has been made by the 
writer. Quarters actually represent February, May, August and November in each year except 1951, when 
only estimates for June and September can be made, and 1952, when the first quarter represents January. 
Figures for the third and fourth quarters of 1958 are derived from the new index of production and are thus 
not quite comparable with those preceding. 
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not quite succeeded in eliminating seasonal fluctuations (although 
those left are too small to affect the later conclusions of this study). 
There seems to be a distinct seasonal peak in operatives’ product- 
ivity towards the end of the year, and a lesser peak in late spring.? 
It is perhaps significant that the actual dates of these two readings 
are for the last week in November and May respectively—not 
long before the Christmas and summer holidays. 

However, the most important thing about this calculation is 
the connection between the changes in productivity it shows and 
the changes in employment revealed by the trend of total hours 
worked. Obviously, just after a downturn in employment, output 
per operative-hour in manufacturing either falls very heavily—as 
in 1951-52 and again in 1955-56—or at least ceases to grow, as in 
1957-58. But otherwise, the level and trend of employment seems 
to make little difference to the growth of productivity. After the 
first impact of the 1955-56 recession, productivity recovered 
although employment briefly continued to fall ; and in 1957 (when 
employment was for a while relatively stable at a lower level) 
productivity rose as fast as in the boom period of 1954-55. 

This is brought out most clearly if one abstracts from table II 
those quarters when the trends of employment or output were 
actually changing direction, which otherwise somewhat confuse 
the picture. The results are expressed in table III. 

It will be seen that, apart from the three periods when produc- 
tivity fell or stagnated at the onset of a recession, output per 
operative-hour in manufacturing seems to increase at between 4 and 
5 per cent. annually, irrespective of the level of employment. 


TABLE III. PERCENTAGE CHANGES IN EMPLOYMENT AND 
PRODUCTIVITY OF MANUFACTURING OPERATIVES, YEAR BY YEAR, 
1951-52 To 1957-58! 





| 1951-52 | 1952- s3| 1953-54 | 19545 | 1955-56 | 1956-57| 1957-58 





hours worked . . —2.2 2.8 3. 1.8 |—1.4 |—0.9 |—3.5 


Nl 
| Change i in total operative. | 


| Change in output per 
| operative-hour. .. . Peed 45| 49] 4.7}1-14] 42] 0.0 


| 
L 








1 Comparing productivity and operative-hours for the same quarters in each pair of years. Thus in 
1951-52 the comparison is for the second and third quarters only ; in 1952-53, 1955-56, 1956-57 and 1957-58 it 
is for the last three quarters only. This method, of course, incidentally eliminates the effect of the slight 
seasonal fluctuation in productivity already noted. The detailed movements of total hours and productivity 
are represented together in diagram C, together with wage movements over the period. 


a Actually table II suggests that productivity in the fourth quarter is 
normally about 1 per cent., and in the second quarter about ¥% per cent. 
higher, than the other two quarters of the year. 
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It is interesting, however, that there appears to have been no 
tendency for productivity growth to flatten out at the height of a 
boom. The period 1954-55 was the post-war peak of man-hours 
worked—for the time being, indeed, a period of near-absolute full 
employment.! And it has often been suggested that in these con- 
ditions productivity growth is likely to fall off (because of excessive 
overtime, the engagement of “ marginal ” workers, a deterioration 
in labour discipline, etc.). Yet in that year productivity rose, if 
anything, more than in others. Presumably the mere shortage of 
labour impelled employers to greater ingenuity in labour-saving 
improvements. 

On the other hand it is also remarkable that there appears to 
have been no unusual growth of productivity in the periods of 
recovery from a recession—1952-53 and 1956-57—although it has 
again often been suggested that this would occur, because employers 
would meanwhile have been able to get rid of “hoarded” or 
“marginal” labour and otherwise reorganise their plants. Pre- 
sumably again, such advantages as firms gained in this way were 
offset by the effects of lower utilisation of capacity and by the 
reduced pressure to adopt labour-saving methods at lower employ- 
ment levels. At any rate, the rise in productivity after a recession 
does not seem at all to compensate for the interruption (or reversal) 
of productivity growth by the recession itself. So that from the 
viewpoint of increasing productivity, periods of recession represent 
a dead loss. 

Table III implies the normal rate of growth in British manu- 
facturing productivity to be between 4 and 5 per cent. annually. 
The effect of the several employment recessions between 1951 and 
1958 was to reduce this rate of growth to about 2 per cent. So that, 
had there been no such recessions in Britain since 1951, manu- 
facturing productivity could have been reasonably expected to 
rise some 35 per cent. by 1958, instead of only 14 per cent., as 
actually occurred.? 

Of course this analysis covers no very long historical period. 
But many people in any case consider the post-war economic era 
to have qualities so different from earlier times that the relevance 
of pre-war experience to contemporary economic issues is very 


1In November 1955, about the peak, only 0.7 per cent. of British manu- 
facturing employees were registered as unemployed—less than in the 
Korean boom—and the national unemployment registration was only 
1.0 per cent. 

2 This effe <, of course, is quite apart from the loss of output resulting 
from reductions in total employment or hours worked. This further loss can 
be assumed directly equivalent to the difference between total operative- 
hours actually worked in 1958 and their previous peak level—some 5 to 
6 per cent. of 1958 as a whole. 
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dubious. And the estimates of employment and productivity 
trends made here are rather more detailed and precise than those 
hitherto available. For increasing the growth of productivity they 
suggest the most important condition to be a stable demand for 
industrial products. And since at different levels of employment 
(at least within the quite wide range considered here) output per 
worker-hour seems pretty much the same, these estimates also 
suggest maximum output to require maximum employment. 


Productivity, Costs and Prices 


But increasing productivity and output by no means imply 
the avoidance of inflation. By comparing the productivity index 
of table II with advances in British manufacturing operatives’ 
average earnings, one can estimate the trend of wage costs over 
this period (see table IV). 


TABLE IV. PERCENTAGE CHANGES IN WAGE COSTS IN BRITISH 
MANUFACTURING, YEAR BY YEAR, 1951-52 To 1957-584 





| 
1951-52 | 1952.83 1953-54 | 1954.85 | 1955-56 | 1956-57 | 1957-58 


| 





Increase in average 


hourly earnings . . . url 5.4 | 5.7 | 8.4 8.6 | 6.4 | 3.4 





Increase in wage costs per 
| unit of output... .| 13.1| 20 | 08 | 36 | 99 | 23 | 34 
l 











1 In this case the comparison is between annual averages of output per operative-hour and of earnings, 
since no quarterly figures are available for the latter. It is important, incidentally, that the calculation of 
costs refers only to wages, and does not include salaries (just as the calculation of productivity in tables II 
and III does not allow for the steady increase in the ratio of salary earners). Since the number of salary 
earners in manufacturing actually rose in the recessions of 1951-52, 1955-56 and 1957-58 the increase in total 
labour costs per unit in those years was substantially greater than that shown. This is particularly so in 
1957-58, because it appears that average salaries may then have risen abnormally anyway. 


Quite outstandingly the biggest increases in wage costs thus 
occurred in periods when employment and productivity were 
falling : the two recession years 1951-52 and 1955-56 account for 
two-thirds of the total wage cost increase from 1951 to 1958. And 
by far the smallest increase in wage costs occurred in a period when 
employment and productivity were both rising. But in each case 
this was partly because the movement of wages reacted only with 
a lag to changed trends of employment and output—earnings 
continuing to rise at a boom pace over the recession years of 1951-52 
and 1955-56, but rising in 1953-54 little more than in the previous 
year of recovery. Increasing productivity seems to make little 
difference to wage costs: the rise of wage costs for 1954-55 and 
1956-57, when productivity rose normally, was much the same as 
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for 1957-58 when it stagnated. Hourly earnings do not fall when 
productivity falls ; so that to cut employment and output may be 
very expensive in terms of wage costs. But when productivity 
advanced, earnings rose at least proportionately, so that no saving 
in wage costs resulted. 

Whether one considers wage costs per unit or actual prices 
charged, therefore, the critical thing is not the trends of demand 
and productivity alone, but the connection of those trends with 
the movements of wages. And here the obvious question is raised 
by the last years of tables III and IV. During the second (and 
sharper) fall in British manufacturing employment since 1955, 
operatives’ hourly earnings rose by only 3.4 per cent. over the 
period 1957-58. Wage costs rose similarly because productivity 
ceased to advance. Following the pattern of previous recessions, 
however, one might expect that normal productivity growth would 
have been soon resumed. And (as in 1952-53) some lag before the 
rate of increase in earnings responded to the recovery was also to 
be expected, so that 1959 itself may well show no increase in 
manufacturing wage costs per unit. But what will happen next ? 
If employment were held back from regaining the peak level of 
1955, would earnings continue to rise so moderately that unit wage 
costs remained stable in future ? Or would earnings—as over 
1953-55—again accelerate their growth to overhaul rising pro- 
ductivity, so that wage costs started to rise again ? 


WacEs: THE “ WAGE DRIFT” 

The last question, of course, brings us back to the problem from 
which we started—just what determines the pace at which wages 
rise ?>—on which we have the conflicting views referred to in the 
introduction to this article. But before any further light can be 
thrown on that question, one must first consider another. What 
are wages, anyway ? 

In discussing the effect of wage movements on prices we noted 
that, whereas wage costs depended on the relation between pro- 
ductivity growth and rising earnings, actual manufacturers’ 
margins might be adjusted more in relation to changes in standard 
wage rates. Which of these two measures of wages, therefore, is 
more relevant for present purposes ? 

This is not just a statistical question. In Britain, between 1951 
and 1958, the average hourly earnings of manufacturing operatives 
rose about 1 per cent. per annum faster than did their average 
“ trade union rate ”. But elsewhere also, a difference in the increase 
of actual wages and of agreed or “ contractual ” wage rates has 
been so widespread in recent years that it has sometimes created 
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considerable problems of wage policy. Countries like Sweden, which 
have applied centralised systems of wage fixing in an attempt to 
avoid inflation, have been embarrassed by a drift of actual wage 
increases over and above contractual advances. In other cases— 
like Britain and the Federal Republic of Germany—employers’ 
federations have thought it necessary to urge member-firms not to 
concede wage increases beyond those agreed with the unions. 

One obvious explanation of the wage drift is that earnings rise 
because of increased effort and overtime. But this cannot be the 
whole story, because at some intervals in British manufacturing 
since 1951 there has been a positive wage drift when output and 
working hours were falling, and a negative wage drift under opposite 
conditions. 

An explanation quite commonly accepted is that when profits 
are high employers are willing to pay more than the agreed wage 
rates.2_ In Sweden, however, a detailed industrial comparison found 
no connection between excess profits and wage drift. The same 
study, however, did discover a correlation between unfilled vacan- 
cies in particular industries and wage drift, thus suggesting the 
latter to represent additions to agreed wage rates made to attract 
labour. But a similar comparison of recent changes in wage rates 
and earnings in various British industries has shown no relationship 
between different degrees of wage drift and of labour surplus or 
scarcity.‘ 

Other explanations of the wage drift, however, associate it 
with methods of wage fixing. Thus a study by the present writer 
of British wage movements from 1948 to 1954 suggested that in 
some industries the particular wage systems in vogue provided 
opportunities for workplace bargaining apart from the industry- 
wide agreements of the national trade unions, which could be 
exploited by workers who were in a strong bargaining position.® 
Such opportunities exist particularly in the fixing of piece rates 
at the workshops level; and another Swedish study recorded a 
strong opinion among firms and trade union branches that the wage 


1 See “ Wage Negotiations and Wage Policies in Sweden”, in Inter- 
national Labour Review, Vol. LX XX, Nos. 5 and 6, Oct. and Nov. 1959. 

*This explanation was apparently accepted by the British (Cohen) 
Council on Prices, Productivity and Incomes (First Report 1957, paras. 82 and 
88), which indeed seems to have considered the existence of a wage drift 
significant evidence of inflationary pressure. 

3B. HANSEN and G. Reun: “On Wage Drift”, in Economic Essays in 
Honour of Eric Lindahl (Stockholm, 1956). 

4L. A. Dicks-MirEaux : “ Wage Earnings and Wage Rates, 1954-57”, 
in London and Cambridge Economic Bulletin, Sep. 1958. 

5“ Wages: Industry Rates, Workplace Rates and the Wage Drift”, 
in Manchester School of Social and Economic Studies, May 1956. 


2 
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drift was particularly associated with piece-rate systems.’ In 
England again, the effect of rising productivity on piece workers’ 
earnings has also been suggested as an explanation.? 

Comparison of different countries’ experience does not help 
much in selecting the explanation of the wage drift. In some 
countries where the available statistics permit the relative growths 
of negotiated wage rates and actual earnings to be contrasted— 
particularly in Scandinavia—the wage drift appears to be much 
more marked than in Britain. In other cases—e.g. Italy—wage 
rates and earnings seem to have risen together, and no very obvious 
element of wage drift has appeared in the latter. But these differ- 
ences cannot be readily connected with, say, differences in the level 
of unemployment between the countries concerned. And in most 
of the European countries for which such data are available the 
method of wage fixing is basically similar, standard wage agree- 
ments or contracts usually being made at an industry or area 
level, and piece work being common in the workplace. 

Of course, average earnings are affected by several other 
factors that might lead them to increase differently from standard 
wage rates. Weekly earnings, for instance, will obviously be 
affected by changes in the level of actual working hours, of the sort 
already referred to ; and though one can partially allow for these 
by taking average hourly earnings instead, the latter will still 
include an element of overtime payment that will vary with the 
intensity of industrial activity. Average earnings will also be 
altered by changes in the relative importance of different industries, 
and by the natural movement of workers to better-paid industries 
and districts. Particularly important, perhaps, is the increasing 
proportion of more skilled jobs created by technical progress. 
The spread of shiftwork, to cover the costs of modern plant, also 
raises earnings, just as the cancellation of shifts in times of recession 
tends to lower them. In addition, against the effects of these 
changes in employment and the labour force, average earnings may 
also be persistently raised by trade union bargaining for improve- 
ments supplementary to those in basic wage rates or standard 
working hours—like higher overtime rates, earnings guarantees of 
various kinds, or allowances for work under special conditions— 
the effect of which is not recorded by the usual index of standard 
wage rates. 

In no country, to the writer’s knowledge, are the available 
wage statistics sufficiently detailed to permit any final assessment 


1“ Wage Drift in Sweden ”, summarised in Trade Union Research and 
Study Departments (Amsterdam, European Productivity Agency, 1959). 

*H. F. Lypa.t: “ Inflation and the Earnings Gap”, in Bulletin (Oxford 
Institute of Statistics), Vol. 20, No. 3, 1958. 
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of the relative importance of these different factors in changing 
wages.' Fortunately, however, it is not necessary here to attempt 
such an assessment, since what we are mainly interested in is the 
influence of changes in the level of industrial activity and output. 
And the effects on British manufacturing operatives’ earnings of 
three factors which are likely to be especially important in this 
connection can be estimated. 

For the whole period 1951-58 changes in the distribution of 
workers between different sectors of manufacturing industry, in 
the proportion of women and juvenile operatives, and in the level 
of overtime working, together added only some 1 per cent. to aver- 
age hourly wages—thus leaving the greater part of the British 
wage drift unaccounted for.2 But at times within that period 
their influence was quite sufficient to make the difference between 
a negative and a positive wage drift in particular years. Especially, 
however, adjusting reported average hourly earnings for the effect 
of these three factors gives us as close an estimate as seems statis- 
tically possible of the average actual wage paid for a normal hour’s 
work in manufacturing. And the trend of this can then be compared 
with the movement of standard rates. This estimate can be made 
for six-monthly intervals from 1951 onwards; and the result is 
summarised in diagram B. 

Two things are immediately obvious from this diagram. First, 
and outstandingly, there is the pattern imposed on broad wage 
movements by contemporary collective bargaining practice. An 
annual “wage round”, of industry-wide basic wage advances which 
have spread from one sector to another, has concentrated most 
standard wage increases into a few months of each year. The wage 
round thus produces a half-yearly alternation of large winter and 
small summer increases in average wages throughout the period 
up to 1957, when the process was delayed by a national engineering 
dispute that ended in the biggest British strike for a generation. 

Secondly, there are the marked fluctuations in the rate of wage 
drift (which is indicated by the difference between the increases 
in actual hourly wages and standard rates for each half-year). 
In one or two seasons the wage drift is clearly unusually big—as 
in the second half of 1954. But over the preceding winter, and in 
several other half-years, it was actually negative. 


1A more detailed analysis of the wage drift in British manufacturing 
industry is contained in “ Wages, Productivity and the Level of Employ- 
ment : More on the Wage Drift ”, in Manchester School of Economic and Social 
Studies, Jan. 1960, which also sets out the following estimates in detail. 

* The proportion of overtime payment in average earnings is calculated 
from table I of “ Employment Fluctuations, Labour Supply and Bargaining 
Power ”, loc. cit. The effects of changes in age/sex ratios and industry 
distribution of operatives can be reckoned from official sources. 
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DIAGRAM B. WAGE INCREASES PER HALF-YEAR IN 
BRITISH MANUFACTURING 


(Percentage changes over preceding half-year) 


; 


B . 5 A B A B : : A A B A 
1951 1952 1953 1954 1955 1956 1957 1958 





@ Standard wage rates. A. Apr./May. 
M@ Actual hourly wages. B. Oct./Nov. 


Now, this variation in the wage drift seems closely connected 
with the annual wage round itself. In any half-year the wage drift 
tends to be big when the season’s average standard wage advance 
is smail, as in the second half of 1953, 1954 and 1955. Similarly, a 
big advance in standard wage rates tends to be associated with a 
small or even negative wage drift, as in the first half of 1953, 1954 
and 1956. There is, however, one opposite tendency : if productivity 
is rising fast there may be a sizeable wage drift despite the con- 
cession of an unusually large standard wage increase for the season— 
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for instance, in the first half of 1955. And, on the other hand, a 
small rise in standard wage rates may not produce a big wage drift 
if productivity (as in the first half of 1958) is falling. 

For any season, therefore, the wage drift seems directly con- 
nected with the trend of productivity, but inversely correlated 
with current standard wage advances. How is this dual connection 
to be explained ? 


The Effect of Piece-work Wage Systems 


In British manufacturing industries, some 40 per cent. of 
operatives are piece workers—in the sense that their wage includes 
an element directly tied to output.’ And their actual wage rates 
are generally so fixed that an advance in standard wages does not 
automatically increase their earnings in proportion. In steel, for 
instance, general wage increases have usually been made by 
automatic additions to a cost-of-living bonus which is the same 
for all workers. But this bonus forms only a small part of the 
higher-paid workers’ wage, most of which comes from piece work 
paid at rates which are centrally fixed and rarely adjusted. In 
engineering the wage system has a similar effect, though actual 
piece rates are fixed at the workplace. General wage adjustments 
have usually been made by adding to current piece workers’ 
earnings the same cash sum as that added to time workers’ rates ; 
since the average earnings of the former are higher the result will 
be a smaller percentage increase in their case. In several other 
industries national agreements merely prescribe that piece workers 
should earn at least a fixed sum or percentage above the standard 
time rates. In fact, piece-work earnings are generally above this 
figure, so that a national standard wage increase does not neces- 
sarily involve a revision of workplace piece rates. In manufacturing, 
in fact, it has been comparatively rare for agreements that increase 
standard wage rates to imply or specify proportionate increases 
in piece rates. Similar wage systems are to be found in other 
countries.” 

Given the wage systems in operation in manufacturing industry, 
therefore, an industry-wide standard wage increase will generally 
raise the earnings of time workers proportionately, but not those 
of piece workers. So that, for all operatives, the resultant average 
increase in earnings will be less—in percentage terms—than the 


1 This includes only workers on “ payment by results ” systems related 
to physical product—not those receiving other forms of bonuses, like profit- 
sharing. 

* For instance the Norwegian engineering industry has a minimum wage 
system : national collective contracts fix basic time wages, but there is a 
high proportion of piece workers, whose rates are fixed in the workshop. 
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standard wage increase. (In other words, there will be a negative 
wage drift.) But on the other hand piece workers’ hourly earnings 
will tend to rise automatically as productivity advances, whereas 
those of time workers will not. The exact rate at which piece-work 
earnings will rise in relation to productivity will depend on the 
systems obtaining ; but, even if there are no standard wage advances, 
average earnings will rise to some extent, and thus produce a 
positive wage drift. And the same will happen if standard wage 
increases are relatively small, since the piece workers’ gain from 
rising productivity may push average earnings beyond them. All 
this is exactly the situation portrayed in reality by diagram B. 

The different impacts on average earnings of standard wage 
advances and productivity trends would thus explain fairly well 
the fluctuations that have occurred in the wage drift from season 
to season and from year to year. This is not to say, of course, that 
these things represent the only significant elements in the wage 
drift ; there seems, for instance, to be a background upward 
tendency of earnings which is attributable to the upgrading of 
workers consequent on technical progress. This long-term wage 
drift perhaps particularly explains why the tendency for actual 
wages to rise faster than agreed wage rates should be so much more 
marked for men than for women, since the latter are generally 
restricted to less skilled types of work. But, if valid, the foregoing 
explanation of the wage drift’s short-term fluctuations has two 
important implications for wage movements in general. 

One implication is that, so long as productivity is rising, regular 
increases in standard wage rates will be necessary to keep the 
earnings of time workers in a reasonably equitable relationship to 
those of piece workers. For instance, during 1948-50 the British 
trade unions agreed with the then Labour Government to “ res- 
train” general wage advances in the interests of price stability. 
And over this period, standard wage rates rose only some 3 per 
cent. It can be estimated, however, that in the same time average 
hourly earnings of piece workers in manufacturing increased about 
8 per cent., putting them considerably ahead of the time-rated 
operatives. This disparity helps to explain the collapse of official 
wage restraint in Britain, and the very large general increases in 
standard wage rates that followed. 

But the second implication is that the rate of standard wage 
advance which is necessary to keep the earnings of the two major 
classes of manufacturing operatives in line may itself be greater 
than the rate of productivity growth. This can best be shown by a 


1See “ Wages, Productivity and the Level of Employment: More on 
the Wage Drift”, loc. cit. 
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simple example. Suppose that the general effect of the current 
wage systems is that piece workers’ actual wages rise by half of 
the current percentage growth of productivity, and two-thirds of 
any general advance in standard wages (expressed as a percentage, 
again). If productivity rises at 4 per cent. a year, piece workers’ 
earnings will thus rise at 2 per cent. automatically. But to increase 
standard wage rates by this amount will not bring time workers’ 
wages into line, because it will also raise the piece workers’ wage 
packet by a further 1*/, per cent. To ensure that the two groups’ 
actual wages increase by the same proportion, a standard wage 
advance of 6 per cent. will be required—half as big again as the rise 
in productivity. 


General Wage Movements 


It is rather difficult to trace the relationship between pro- 
ductivity trends, the wage drift and general wage movements from 
diagram B, because there the pattern is dominated by the seasonal 
ups and downs caused by the annual wage round. But this alterna- 
tion can be smoothed out by averaging wage increases over succes- 
sive pairs of half-years, with the result shown by diagram C, which 
also compares wage movements with the trends in productivity 
and employment.} 

Take, in the first place, the wage drift. It will be seen from 
diagram C that the wage drift tends to be smaller (other things 
being equal) when the rate of standard wage advance is high. With 
the very big standard wage increases of 1951 it seems actually to 
have been negative (although employment was then at a peak and 
productivity still rising). Similarly, the wage drift almost disap- 
pears in the presence of the large increase in standard rates in 1956. 
On the other hand, the wage drift also follows productivity trends 
in becoming negative during the 1952 fall in productivity, and very 
positive during the late 1954 acceleration in productivity growth. 
Both these features fit the explanation of the short-term wage 
drift already given. 

The remarkable thing about diagram C, however, is that if the 
wage drift follows productivity, advances in standard wage rates 
appear to follow the trend of the wage drift. Standard wage 
increases, for instance, fall off after the appearance of a negative 
wage drift in 1952, soar as the wage drift becomes increasingly 
positive over 1953-55, fall off again when a very small wage drift 


1To permit this “ smoothing out” additional estimates have had to 
be made for the two half-years (of 1950-51 and late 1958) immediately before 
and after the period covered by diagram B, and for which the available 
statistics are not quite comparable. 
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DIAGRAM C. WAGE DRIFT, PRODUCTIVITY AND EMPLOYMENT IN 
BRITISH MANUFACTURING, 1951-58 


11 1. Percentage Increase Per Annum in Actual 
Hourly Wages and Standard Wage Rates 
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persists over late 1956, and so on. But there does seem to be a 
sizeable lag, of up to a year, in the response of standard wage 
increases to changes in the wage drift. This lag would explain why 
the pace of general wage advance may continue to be high when 
employment and productivity have turned down (as in late 1955), 
or may stay quite low for some while after a recovery (as in 1953-54). 
It corresponds to a full industrial bargaining season, and would 
thus represent the time required for unrest in the workplace, caused 
by different trends in piece workers’ and time workers’ earnings, 
to have an effect on industry-wide standard agreements. 

But we are now in a position to return to our original question. 
What determines the general pace of wage advances, the level of 
demand for labour or the interaction between the trend of pro- 
ductivity and contemporary systems of wage fixing ? Diagram C 
shows that there certainly is a connection between wages and 
employment. After a fall in employment (as in 1951-52, or 1956-57) 
the rate of wage increases slows down significantly. However, 
there is an even closer connection between wage movement and 
productivity. Generally it is obvious that wages increase faster or 
slower, according to whether productivity is rising or falling. But 
particularly, actual hourly wages seem much more sensitive to 
productivity. At the beginning of the period, in 1951-52, when 
productivity continued briefly to rise despite the turn-down in 
employment, they were still rising fast despite a fall-off in standard 
wage advances. On the other hand when productivity turned down 
in late 1955, the increase of actual wages slowed although employ- 
ment was still rising. When productivity rose again, after 1956-57, 
the growth of actual wages recovered despite the fact that employ- 
ment stayed down. And when in late 1958 productivity recovered 
from yet another recession, the increase in actual wages apparently 
speeded up again, although employment was then still falling 
sharply.? 

In other words changes in the demand for labour appear to have 
affected wage increases mainly in so far as a reduction in employ- 
ment may produce a temporary fall in productivity. The general 
rate at which wages have increased at any one time has depended 
less on the current level of employment than on the trend of pro- 
ductivity. 


“ Actual hourly wages ” equal average hourly earnings without overtime 
ol after allowing for the effects of changes in sex-ratios, etc., as in diagram B. 
2 Incidentally, an interesting feature of this graph is the waver in the 
productivity line just before the 1955-56 and 1957-58 recessions. Product- 
ivity falls off about six months before employment in each case, suggesting 
that (if properly calculated) it may be an even more prompt warning of 
recessior: than total working hours (which are used to compute the employ- 
ment series). 
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We have already shown how this may lead to an average rate 
of wage advance in manufacturing that exceeds the rate of pro- 
ductivity growth. And, although this analysis relates to manu- 
facturing industry alone, it is fairly clear that it is impossible for 
the trend of wages in other sectors of the economy to lag far behind 
—although their rate of productivity growth is naturally less than 
in manufacturing. (And in point of fact, the post-war increase of 
wages—whether measured in terms of standard rates or average 
hourly earnings—does seem to have been much the same for 
British non-manufacturing trades as for manufacturing operatives.) 

Of course this does not mean that a fall in employment will not 
have other effects on wages than that, via a temporarily reduced 
productivity (or through cancelled overtime), traced above. But 
in the short run, at least, these appear to be rather small. Inthe 
longer run a reduced employment level would affect the wage drift 
itself, by reducing the operatives’ bargaining power in the negotia- 
tion of piece rates and making these less favourable to workers. 
Piece workers’ earnings would then rise more slowly in relation to 
any given advance in productivity, and the pressure for standard 
wage increases to keep the wages of time workers in line will be to 
that extent reduced. However, at any time most of the piece work 
will be done under rates determined some time before, so this 
effect will take some time to become significant. And in any case 
it was noted earlier that the impact of a reduced employment level 
on the workers’ bargaining strength is likely to be cushioned, under 
contemporary circumstances, by the avoidance of “open” un- 
employment. 

Similarly, this analysis does not imply that other factors, like 
sharp rises in living costs caused by world trading conditions, or 
the political attitudes of trade unions and employers’ organisations, 
may not influence the rate at which wages rise. But these things 
mainly affect standard wage rates: if the result is to produce an 
increase in the latter which does not maintain comparable advances 
in time workers’ and piece workers’ earnings, the consequence 
will be industrial unrest and a pressure for further general wage 
advances. 


CONCLUSIONS : PRODUCTIVITY AND WAGE POLICY 


The broad conclusion of this analysis is thus that, under con- 
temporary conditions, inflation may follow automatically from 
productivity growth itself—or rather, from the impact of pro- 
ductivity growth on current wage systems and wage structures. 

While this conclusion is based on British experience, there is 
at least some evidence that similar mechanisms may operate in 
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other industrial economies. Thus between 1953 and 1956, and in 
Western Europe as a whole, manufacturing productivity appears to 
have risen about 15 percent. Manufacturing operatives’ wage rates, 
however, rose about 16 per cent. while their average hourly earnings 
increased some 21 per cent. It is suggestive that these figures imply 
a rather similar relation between wage rates and productivity, 
and particularly a very similar wage drift, to those in Britain. 

The British analysis, for the statistical reasons explained at 
the beginning of this article, has not been carried beyond 1958. 
And data for 1959 are in any case, at the time of writing, not yet 
complete. Nevertheless, it appears that the level of total working 
hours must have substantially recovered, though not yet to the 
previous peak of late 1955. Productivity growth, however, has 
certainly been resumed—at a pace probably matching that of the 
1953-54 recovery. Meanwhile the rate of general wage advance 
has remained relatively low ; standard wage rates have risen only 
some 1.5 per cent. over 1959. But beyond this, provisional figures 
suggest that there has been a quite remarkable wage drift, of 
nearly 2 per cent. in average hourly earnings, even after allowing 
for the restoration of overtime. 

It appears, then, that if the increase of actual wages and of 
productivity prove roughly in balance over 1959, this is very likely 
because the situation is similar to that already experienced in 
1953-54. Standard wage rates (still by far the biggest constituent 
of wages) are still lagging behind the wage drift caused by rising 
earnings from piece work. So that, if the growth of productivity 
is permitted to continue without further interruption, a renewal 
of the pressure for general wage increases characteristic of other 
post-war phases of economic growth seems highly probable. 

On the other hand we also saw that the restriction in employ- 
ment required to produce even the present interlude of price 
stability was considerably greater than that suggested by the 
customary indices of unemployment 2, while it also involved a loss 
of industrial output—and particularly an interruption of pro- 
ductivity growth—which are likely to prove irrecoverable. 

To this dilemma, between rising productivity with inflation, 
or price stability with underemployment and a relative stagnation 


1 Calculated from the O.E.E.C. Statistical Bulletin. Since indices of manu- 
facturing output, employment, wage rates and earnings are available 
together for only one or two countries, the method of averaging all the 
indices available was adopted in each case. Thus the increase in productivity 
was estimated by averaging the index of manufactured output provided by 
15 countries and comparing it with the average employment index published 
for 12. 

2 The achievement of price-stability over 1958-59 was, of course, also 
materially helped by a fall in the world price of imported raw materials, etc. 
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of productivity growth, it is clearly not by itself a solution to 
accelerate the increase of productivity. That is desirable on other 
grounds, perhaps ; but it would also accelerate the rate of general 
wage advance required to keep a reasonable equity in the wage 
structure. The evidence of industrial engineers that increased 
productivity permits higher wages with lower costs invariably 
relates to the particular operations or plants to which their improve- 
ments are applied. It ignores the stimulus that higher earnings 
in one process or sector give to wage increases in others. 

Nor is it a solution merely to impose a systematic restraint on 
general, contractual wage advances—through a government wage 
policy, a concerted resistance to wage demands by employers’ 
organisations, or the like. Such a restraint may be justified to meet 
some critical economic situation, but if continued would inevitably 
provoke industrial unrest as piece workers’ earnings rose ahead of 
other wages. 

A lasting solution, to this aspect of the problem of inflation 
under high employment at least, would involve modifying the 
wage structure itself, which is inevitably a long-term operation. 


But obviously the possibility of realising such reforms would be 
improved if they could be put not as a method of restricting the 
growth of money earnings but as part of a programme to raise 
productivity growth to match them—and thus raise real wages 
faster without inflation. 





Dismissal Procedures: 
A Comparative Study 


A series of monographs on dismissal procedures in France, the 
United States, the U.S.S.R., the Federal Republic of Germany, the 
United Kingdom, India, the United Arab Republic, Argentina and 
Japan was recently published in the Review.1 These monographs, 
together with a comparative report, formed part of the documentation 
submitted to the Technical Meeting concerning Certain Aspects of In- 
dustrial Relations inside Undertakings which met in Geneva from 
10 to 19 December 1959. 

The article that follows is a summary of this comparative report 
incorporating the views expressed by the participants in the Technical 
Meeting.? In this connection it should be pointed out firstly that the 
article does not claim to be an exhaustive comparative study of dismissal 
procedures in all I.L.O. member States but only to present, from an 
international point of view, the main concepts, systems and practices 
of dismissal procedures, illustrated by relevant national examples ; 
and, secondly, that the views expressed in it should not be considered 
as conclusions of the I.L.O. but as the individual opinions of a limited 
number of experts. 


INTRODUCTION 


ISMISSAL procedures * and the way in which they function 
have, of course, to be seen against the general economic back- 
ground of the countries concerned. The main emphasis of the 
present study is laid, however, not on considerations of the labour 


1See Vol. LX XIX, No. 6, June 1959, and Vol. LX XX, Nos, 1-6, July- 
Dec., 1959. 

2 For a detailed account of the Technical Meeting see Industry and 
Labour (Geneva, I.L.O.), Vol. XXIII, No. 7, 1 Apr. 1960, p. 224. 

In the present context the term dismissal is used in its broadest sense 
to include all forms of termination of services on the initiative of the em- 
ployer for any individual worker or groups of workers for any reason. It 
should be pointed out that the same terms in one language do not always 
have the same significance depending upon the country where they are 
used, and similar situations are described in different terms in the various 
countries. This is particularly true of English, where alongside the term 
“ dismissal ” are found the terms “temporary lay-off”, “ permanent lay-off”, 
“ discharge ”, “ retrenchment ”, “ separation ”, “ termination of services ”, 
etc. In French are found terms such as “ congédiement ”, “ licenciement ”, 
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market but on the individual relationship between a given worker 
and his undertaking. It is therefore concerned with the cir- 
cumstances under which a worker may be dismissed from his 
present employment, and not with the question of whether or not he 
can find gainful employment as such in his area or industry or in 
the economy as a whole. In other words, for the purposes of this 
study dismissal procedures are considered as part of the relations 
between the management and the work force within the under- 
taking. 

As the dismissal procedure relates to the termination of the 
employer-employee relationship and not to its continuation or 
improvement and as a dismissal is an action taken by management 
which in most cases is not agreed to or not readily accepted by 
the employee concerned, it is but natural that a dismissal normally 
leads to a confrontation of two divergent interests. 

For the worker dismissal means the loss of his regular livelihood 
and that of his family. He thus finds his means of existence affected. 
The interest of the employer, though less personal, is no less certain. 
If he were obliged to retain a greater number of employees than 
necessary he might no longer be able to maintain the financial 
equilibrium of his undertaking. Consequently, the dismissal of a 
certain number of employees may be unavoidable. Noting these 
two interests, both of which demand consideration, the Technical 
Meeting concerning Certain Aspects of Industrial Relations inside 
Undertakings (Geneva, 10-19 December 1959) recognised the 
necessity of finding solutions which were at the same time equitable 
from the social point of view and reasonable from the economic 
point of view. 

In order to evaluate the consequences of a dismissal it is neces- 
sary to place it in its economic and social context. The effect of a 
dismissal varies greatly according to whether there is a situation of 
full employment, or on the contrary, recession or chronic unem- 
ployment ; and depending on the effectiveness of employment 
placement services, and the level of development of social security 
in general and unemployment insurance in particular. 

Governments have a direct interest in the elaboration of stand- 
ards regulating dismissal procedures. They are responsible for 
establishing the conditions under which disturbances of the 
economic process and of public order are minimised and under 
which appropriate protection is afforded to the economically 


“rupture de contrat ”, “ renvoi”, “ suspension de contrat”, and “ mise a 
pied ”, some of which are rather ambiguous. Reference to “ dismissal ” in 
those parts of the present report which deal with termination of services for 
economic reasons should be understood as referring also to “ lay-off” or 
“ retrenchment ” where applicable. 
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weaker party. However, whether governments leave employers and 
trade unions alone to arrive at agreed solutions or intervene by 
legislative or administrative action or through special machinery 
depends on national conditions. 

Whatever the kind of national regulation, its mere existence in 
one form or another in the great majority of the countries of the 
world is an indication of the general consensus that dismissals 
should be subject to prescribed standards. The Technical Meeting 
was also unanimous in concluding that dismissals should not take 
place in an arbitrary manner but should rather be effected in 
conformity with previously established criteria and procedures. 
Such standards may, for example, prescribe periods of notice, 
criteria governing the selection of workers to be dismissed or special 
consultation procedures to be followed before a dismissal may take 
place. They may define the causes for dismissals, often prohibiting 
dismissal in any other case. Sometimes they provide for dismissal 
compensation or severance allowances, lay down how the dis- 
missed worker may seek redress and grant him special rights aimed 
at helping him to find new employment. All these standards, 
however different they may be in various countries, branches of the 
economy or even undertakings, reflect a general trend : an increased 
protection of the worker against the loss of his job and thus a 
limitation of the employer’s freedom to dismiss. 

National standards do, indeed, vary considerably in accordance 
with the different national systems of law and industrial relations. 
A comparison between countries where dismissal procedures are 
regulated by legislation in one form or another and those where 
agreements between the parties—in particular in the form of 
collective agreements—are the main source of regulation shows that 
the former are greatly in the majority. Countries where legislation 
is the main source of dismissal regulation—although it may some- 
times be supplemented by stipulations in collective agreements— 
include Afghanistan, Albania, Argentina, Austria, Belgium, Bolivia, 
Brazil, Bulgaria, Ceylon, Chile, Colombia, Costa Rica, Cuba, 
Czechoslovakia, the Dominican Republic, Ecuador, El Salvador, 
Finland, France, the Federal Republic of Germany, Greece, Guate- 
mala, Haiti, Honduras, Hungary, India, Iran, Iraq, Italy, Japan, 
Lebanon, Liberia, Libya, the Federation of Malaya, Mexico, 
Morocco, the Netherlands, Nicaragua, Norway, Panama, Peru, 
Poland, Portugal, Rumania, Spain, Switzerland, Thailand, Tunisia, 
Turkey, the United Arab Republic, Uruguay, the U.S.S.R., Vene- 
zuela, Viet-Nam and Yugoslavia. Legislative dismissal standards 
are also in force in the territories covered by the Labour Code for 
the French Overseas Territories, in the Italian Trusteeship of 
Somalia, in Spanish West Africa, in the Belgian and Portuguese 
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territories and in some of the British territories. On the other hand 
collective agreements, sometimes in conjunction with principles 
developed by the common law, are the main source of dismissal 
regulations in Canada, Denmark, Ireland, Israel, Sweden, the 
United Kingdom and the United States. In Denmark and Luxem- 
bourg, among other countries, whereas the bulk of the workers are 
covered by collective agreement provisions, legislation nevertheless 
determines dismissal procedures for salaried employees. In Aus- 
tralia and New Zealand disputes over the regulation of dismissal 
procedures would be covered by arbitration awards but are rare 
in practice. 

Another important source of dismissal regulation are works 
rules, which are found in many countries and which often contain 
provisions on disciplinary dismissals or redundancy procedures. In 
practice, in most countries dismissal procedures are regulated by a 
combination of standards laid down in laws, administrative regula- 
tions, collective agreements, works rules and individual contracts 
of employment, supplemented by established custom, company 
policies and personnel management practices. 

Most of the legislative provisions and established principles 
which are in force today are of comparatively recent origin and 
are therefore the expression of an evolutionary process which has 
been gradually changing the basic concepts involved. Whereas 
under the liberal concepts of the last century the employment 
relationship had been considered as a contract freely concluded 
between equals for the purpose of exchanging services for remu- 
neration (with almost unlimited freedom on both sides to terminate 
this relationship), the newer approach stresses the special nature 
of the employment relationship, characterised by its human ele- 
ments, which call for a special protection of the employee and for 
a separate treatment outside of the general legal system of contracts. 
This development is reflected in the fact that in many countries 
standards governing dismissal procedures have been modified in 
recent years and that these modifications have generally extended 
the periods of notice, limited the causes which justify dismissals, 
and prescribed dismissal compensation or severance allowances, 
to mention only a few examples. 

In an effort to discuss briefly from an international point of 
view the various dismissal procedures adopted in different national 
systems the following study will deal first with the general regula- 
tion of dismissals, including special procedures for dismissals based 
on reasons connected with the operation of the undertaking in 
countries where this applies. Subsequently, dismissals for serious 
misconduct of the employee will be examined. This will be fol- 
lowed by a description of dismissal procedures in special cases, 
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i.e. with regard to special categories of workers and special cir- 
cumstances. In each one of these sections the various technical 
aspects such as definition of the reasons, procedures to be followed 
before, during and after the dismissal, notice requirements, com- 
pensation, reinstatement possibilities, etc., will be discussed in so 
far as they are applicable. Finally, employees’ redress and remedies 
and the position of the dismissed employee will be briefly reviewed. 


GENERAL REGULATION 


The methods employed to solve the conflict of interests between 
employer and employee vary considerably according to the con- 
cepts and systems prevailing in different countries, but all national 
dismissal regulations have, in one way or another, developed 
procedures which impose obligations on the employer who intends 
to dismiss one or more of his employees. Whereas there are national 
systems that are based on the concept that the employer’s right 
to dismiss as such should be unrestricted and that he should be 
free to decide whom to dismiss and when—provided he complies 
with his obligations with regard to consultation, observance of 
a period of notice or payment of a severance allowance—there 
are others under which the employer’s decision itself may be 
challenged on the ground that the dismissal is “ unjustified ”. 
The following paragraphs will take account of these two different 
basic concepts? by discussing first the various obligations the 
employer may have to meet (previous authorisation by public 
authorities, consultation with workers’ representatives, period of 
notice, severance allowance), next the various national systems 
limiting “ unjustified dismissals ”, and finally the special procedures 
adopted in several countries for dismissals made necessary by the 
operation of the undertaking. 


Authorisation by Authorities 


In some countries employers who intend to dismiss an 
employee are required to obtain previous authorisation from 
competent public authorities. This is the case in France, where 
every employer who proposes to dismiss an employee for any 
reason is obliged to make application, stating his reasons, to the 
manpower service, which then considers the probable economic 


1A third concept according to which dismissals are simply prohibited 
seems to be rather exceptional. It is limited to special categories of em- 
ployees in certain countries, e.g. bank and insurance employees in Argentina, 
who may not be dismissed after five years of service unless a “ just cause ” 
gives reason for their summary dismissal. 


3 
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effect of the proposed measure. A strict control of manpower 
movements, including authorisation of every individual dismissal, 
was practised during the last war in several countries but has 
since been abolished. A similar system is still largely in force 
in Central and Eastern Europe. Another form of previous authorisa- 
tion is required in the majority of the British territories in Africa, 
where legislation provides for the termination of any oral or written 
contract of employment on the request of one or other of the 
parties by application to a court or to the competent administrative 
authority.} 


Consultation with Workers’ Representatives 


Another procedural step which the employer is sometimes 
obliged to take before proceeding to a dismissal is the notification 
of, or consultation with, the workers’ representative in the under- 
taking. In Japan the practice for the employer to consult with 
the union with regard to dismissal cases is becoming steadily 
commoner. In the Federal Republic of Germany the law obliges 
the employer to inform the works council (a statutory body elected 
by the workers to represent their interests in the plant) of every 
intended dismissal together with the reasons for it, and to request 
the council’s opinion. In the U.S.S.R. the law states that a dismissal 
can only take place with the prior consent of the works or local 
trade union committee. In the United Kingdom employers, in 
order to avoid conflicts and in the interest of good labour- 
management relations, sometimes discuss dismissal cases with the 
shop steward or with the branch official of the union with a view 
to arriving at an agreement. The Technical Meeting was of the 
opinion that there was in any case a trend showing that employers 
did consult workers’ representatives on dismissal matters and that 
this was a practice capable of ensuring good labour-management 
relations. However, the view was expressed that the ultimate 
decision should rest with the employer subject only to possible 
review by competent judicial or arbitral authority. 

Previous consultation with trade unions or employee represen- 
tatives in the plant is of much greater importance in a large 
number of countries in the case of intended mass dismissal or 
retrenchment, as will be seen further below. 


Period of Notice 


In order to mitigate the hardship on employees resulting from 
abrupt dismissal, it is a widespread practice to make it obligatory 


11.L.0.: African Labour Survey, Studies and Reports, New Series, 
No. 48 (Geneva, 1958), p. 319. 
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for the employer to notify the employee in advance that he intends 
to dismiss him. The observance of a period of notice is usually the 
main distinction between dismissals based upon factors for which 
the employee is not responsible and dismissals for serious mis- 
conduct. 


Form of Regulation. 


From an international point of view notice regulations show 
very great variety. In the large number of countries where the 
contract of employment is the subject matter of legislative provi- 
sions these standards usually make prescriptions for the length 
of the notice period. As legal provisions are often supplemented 
by collective agreements various combinations of regulation arise. 
While sometimes the law lays down a minimum standard, in other 
cases legislation provides only for periods of notice in the absence 
of contractual stipulations, thus leaving it to the parties to agree 
on longer on shorter periods than those prescribed by law. Legal 
notice periods, sometimes supplemented by contractual ones, are 
a common feature of industrial relations in most European coun- 
tries, in Latin America and in a number of countries in Africa, 
the Near and Middle East and Asia. In some countries, however, 
legislation has not intervened, as for example in Great Britain, 
Sweden and the United States. 


Length of Period of Notice. 


As regards the length of the period of notice the solutions 
adopted in various countries, and sometimes within a given 
country for various occupations, branches of the economy or 
categories of employees, are extremely different. While certain 
standards provide for only a few days’ notice, others stipulate a 
period of weeks or months. But in spite of these variations certain 
general statements appear to be possible. 

In the first place the regulations in force in many countries 
afford salaried employees (including professional workers, tech- 
nicians, supervisory staff, etc.) more favourable notice conditions 
than manual workers. This is usually considered necessary because 
salaried employees are more often unprotected by collective agree- 
ments. Furthermore, they are frequently more dependent on the 
undertaking because of their specific skills or positions and because, 
especially if they are older, it is more difficult for them to find new 
employment after dismissal. Indeed, in some countries legislation 
provides for periods of notice not for workers in general but for 
salaried employees only (i.e. Denmark, Luxembourg). A number 
of countries make special provision, either in general laws or in 
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specific Acts or decrees, for longer periods of notice for salaried 
employees or certain professional categories than for manual 
workers ; such special regulations exist, for instance, in Austria, 
Belgium, the Federal Republic of Germany, Greece, Italy, Peru, 
Poland and Switzerland. 

Secondly, it can be said that in a great number of countries 
legislation or collective agreements, and often a combination of the 
two, provide for longer periods of notice proportionate to the 
length of service of the employee in the given undertaking. This 
expression of the widely followed principle of relating job security 
to seniority applies to manual workers as well as salaried employees, 
the length of the notice periods being generally longer for the latter. 
Although specific regulations differ considerably, this practice is 
so widespread that there is no need for examples. 

Finally, it may be stated that, at least in countries where 
periods of notice constitute an important feature of dismissal 
procedures, there has been a decided tendency over the last decades 
to increase periods of notice in general. While legal minimum notice 
periods for manual workers were a matter of a few days or a week 
some decades ago, more recent legislation not infrequently prescribes 
periods of one month (France, Japan, Angola?, Ecuador *), two 
months (Argentina) or even more in cases of considerable seniority. 


Notice for salaried employees is considerably greater, e.g. at least 
three months in Belgium and six months after 12 years of service 
in the Federal Republic of Germany. Collective bargaining practice 
shows the same trend for both salaried employees and manual 
workers. 


Compensation in Lieu of Notice. 


The employer’s obligation to observe a period of notice is in a 
great number of countries the most important limitation of his right 
to dismiss an employee at any time. It must, however, be empha- 
sised that a period of notice does not in itself increase job security 
as such, as it only provides for advance notification but does not 
prohibit dismissals (although a very long period of notice may 
constitute an obstacle to a dismissal itself). If there are no other 
obstacles to dismissal the employer may require a dismissed em- 
ployee to stop work at once, provided that he pays compensation 
“in lieu of notice ” which must equal the pay which the employee 
would have received had he worked during the period of notice. 
This is the position in a number of countries such as France, 


1 Section 69 of the Labour Code of 1957. See J.L.O. Legislative Series 
(hereafter cited as L.S.), 1957 (Ang. 1). 


2 Section 113 of the Labour Code of 1954. See L.S., 1954 (Ec. 1). 








DISMISSAL PROCEDURES : A COMPARATIVE STUDY 411 





Luxembourg, the Netherlands, the Federation of Malaya, the 
United Kingdom and others. Under Turkish law an employer who 
fails to comply with the notice requirements must pay, in addition 
to the remuneration due for the notice period, a special compensa- 
tion of an amount to be fixed by the judge according to the nature 
of the employment. 

Severance Allowance 


In addition to the obligations arising out of the dismissal 
procedures discussed so far, the law or practice of many countries 
requires that a special severance allowance be paid by the employer 
to the dismissed employee. This compensation has a double effect ; 
first it provides the employee with additional means, making it less 
difficult for him to bridge the gap before finding new employment ; 
secondly, the employer for whom a dismissal involves additional 
costs might hesitate to discharge the worker or might even refrain 
from doing so if the dismissal becomes too expensive. Moreover, 
there is a particularly strong reason for the payment of a severance 
allowance to an employee who has served the undertaking for a 
relatively long period, as it will be more difficult for him to find other 
employment, especially if he is no longer young. In addition, it may 
be assumed from his very length of service that the employee’s 
work has been particularly valued by the employer. Hence, the 
latter’s responsibility to the dismissed employee could be considered 
as increased where the dismissal involves no misconduct on the 
employee’s part.? It follows that the severance allowance here 
discussed has to be distinguished from compensation for failure to 
observe a period of notice (which has been dealt with above) and 
from compensation for illegal, unjustified or other forms of wrongful 
dismissal (which will be discussed below). 


Frequency. 


Although standards established in different countries by legisla- 
tion or collective bargaining show considerable variations, some 
comments of a more general nature seem to be justified. It should 
be noted, in the first place, that systems of severance pay are less 
widespread than the system of periods of notice. General standards 
prescribing such compensation for all categories of employees do not 
usually exist in the more highly industrialised countries (with the 
important exception of Italy, where the law entitles any worker to 


a Section 13 of the Labour Code of 1936, as amended. See L.S., 1936 
(Turk. 2) and ibid., 1954 (Tur. 1). 

See E. Herz: “ The Protection of Employees on the Termination of 
Contracts of Employment”, in International Labour Review, Vol. LXIX, 
No. 4, Apr. 1954, p. 315. 
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such compensation proportionate to the length of service). In these 
countries statutory provisions are often limited to salaried em- 
ployees ; special legislation of this kind exists in Austria, Denmark, 
Greece, Luxembourg and France (for journalists only). Severance 
allowances are a more common feature of dismissal procedures in 
other parts of the world and, in particular, in Latin America, the 
Near and Middle East, Africa and Asia, where they are provided 
for by rather detailed legislation, which usually prescribes that the 
employee must have been employed for a determined minimum 
period with the same employer before becoming eligible for the 
allowance and that its amount will increase with the length of 
service.! 


Relation to Social Security. 


It appears from the examples given that general severance 
allowance schemes are of particular importance in the less developed 
countries. An explanation of this is the fact that, where severance 
allowances are provided for, account is usually taken of other 
benefits which the dismissed employee may be entitled to under 
general social security benefit schemes. Hence in the highly 
industrialised countries with well developed social security schemes 
there is less need to help dismissed employees by direct employers’ 
benefits than in countries where unemployment insurance or social 
security as a whole are still non-existent or insufficiently advanced. 
A similar close interdependence exists between severance allowances 
and old-age pensions. The legislation providing for severance 
allowances in some countries (e.g. Costa Rica, Dominican Republic) 
therefore explicitly states that these measures are only of a pro- 
visional character and that the employer’s obligation would come 
to an end once benefits are payable to the unemployed under a 
social security system or out of welfare funds. 


Unjustified Dismissals 


The observance of a period of notice and the payment of a 
severance allowance are the most common procedures to mitigate 
the consequences of dismissal for the employee concerned, It is a 
concept held in many countries that an employer who complies with 
either or both of these two obligations, in accordance with the 


1 The allowance takes many forms. It may, for instance, consist of a 
cash payment made by the employer, or the employee may receive the 
company’s accumulated contributions to a provident fund if he is dismissed 
after a certain length of service. In addition to severance allowance schemes 
laid down in laws or contracts, there are many varieties of voluntary 
systems. 
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applicable standards, has fulfilled all the requirements which could 
reasonably be imposed on him and that the final decision to ter- 
minate the employment relationship should remain with the 
employer. In contrast to this philosophy there is the opinion that 
the realisation of the idea of job security calls for more than merely 
a period of notice, sometimes coupled with a severance allowance, 
and that the employee should have a right to keep his job unless 
special reasons justify his dismissal. In countries where this idea 
has been embodied in dismissal standards these usually prescribe 
(often in addition to the period of notice or severance allowance) 
that a dismissal, in order to be effective, must be justified. This 
concept allows the dismissed employee to challenge his dismissal 
before a court or arbitration institution or a similar agency on the 
ground that his dismissal, in spite of observance of notice or 
severance pay requirements, is “ unjustified”. The procedure 
furthermore allows the court or arbitration body to examine and 
render a judgment on the grounds which led to the dismissal. 

After discussing these problems the Technical Meeting already 
referred to expressed the opinion that it would be desirable for 
employers who wished to rescind a contract of employment to 
justify this measure by reasons whose validity might be subjected 
by the worker to the examination of an independent third party. 
Several participants emphasised in this regard that for this prin- 
ciple to attain its full value it should not be incumbent upon the 
worker to prove that there was an abuse of the right to dismiss but 
rather that the burden of proof should be upon the employer 
to establish that the dismissal was made for valid reasons. It was 
pointed out in this connection that there was some obligation upon 
the employer towards society as well as towards the worker, the 
former having the right to know the reasons motivating a measure 
capable of disturbing the social climate. 


Unjustified Dismissals in Legislation, 


This concept is in one form or another found in a number of 
countries. In the Federal Republic of Germany, for instance, an 
Act of 1951 states that a dismissal is without effect if it is socially 
unwarranted. The law prescribes that a “ socially unwarranted 
dismissal means any dismissal not based on reasons connected 
with the person or the conduct of the employee or on pressing 
operational requirements which preclude his continued employ- 
ment in the undertaking ”. In Norway under the Act on protection 
of workers, as amended in 1956, an employer who dismisses an 
employee must pay compensation or, where it appears reasonable, 
must reinstate the employee if his dismissal is not warranted by 
the circumstances of the owner of the establishment, the employee 
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or the establishment.1 Austrian law gives to the dismissed 
employee the right to challenge the dismissal if he considers that 
it is unduly harsh and not justified by the undertaking’s circum- 
stances. Under a Dutch Act of 1953 an employee may be awarded 
damages if he has been dismissed in a manner which is manifestly 
unreasonable.? A similar concept, though stemming from different 
legal reasoning, is reflected in the French notion of “ abusive 
dismissal” (a term interpreted by a great number of court deci- 
sions), which may give rise to damages. The French Labour Code 
for overseas territories of 1952 stipulates that a dismissal not based 
on legitimate reasons would constitute a wrongful breach of con- 
tract and would thus give rise to damages.* In Belgium court 
decisions have established the principle that, even when the 
period of notice has been observed, a dismissal can be abusive if 
based on certain objectionable reasons and thus entitle the employee 
to damages. In Spain legislation of 1944, amended in 1956, pre- 
scribes that an employee who is dismissed without sufficient 
reasons (which are enumerated in the law) is entitled to reinstate- 
ment or compensation ‘; likewise the Labour Code for Spanish 
West Africa stipulates that a worker who is dismissed without 
good cause may choose between compensation or reinstatement.® 
Under the Soviet Labour Code a contract of employment may 
only be terminated at the management’s request in such cases 
as are prescribed by law, an exhaustive list of which is given. The 
concept that a dismissal which is not based on sufficient reasons or 
just causes or certain specified reasons entitles the employee con- 
cerned to damages or to a special compensation is also found in the 
legislation of a number of Latin American countries, in some of 
which (e.g. Costa Rica, Cuba, Guatemala, El Salvador, Honduras, 
Mexico) it is even embodied in the Constitution. The Labour Code 
of Mexico, for instance, enumerates the reasons for dismissal and 
gives the employee who is dismissed in the absence of justifying 
reasons a choice between reinstatement and compensation.* Com- 
parable provisions are contained in Cuban legislation. Under the 


1 Section 43 of the Labour Protection Act of 1956. See L.S., 1956 
(Nor. 2). 

2 Section 1639 S of the Civil Code, as amended in 1953. See L.S., 1953 
(Neth. 3). 

3 Section 42 of the Labour Code for French Overseas Territories. See 
L.S., 1952 (Fr. 5). 

* Section 77 of the Act on contracts of employment of 1944, as amended. 
See L.S., 1944 (Sp. 1) and ibid., 1956 (Sp. 3). 

5 Section 25 of the Labour Code for Spanish West Africa. See L.S., 
1954 (Sp. 1). 

® Section 121 e¢ seg. of the Labour Code. See L.S., 1931 (Mex. 1) and 
ibid., 1956 (Mex. 2}. 





DISMISSAL PROCEDURES : A COMPARATIVE STUDY 415 





Brazilian Labour Code an employee with more than ten years of 
service can only be dismissed on account of a serious offence or force 
majeure.’ Similar concepts have also been incorporated in recent 
labour legislation in the Near East and North Africa. In Libya, 
under the Labour Code of 1957, a worker who considers that he has 
been unjustifiably dismissed may apply to the competent authori- 
ties.2_ A similar provision is contained in the Labour Code of 1959 
of the United Arab Republic. In Turkey an employee whose 
dismissal is a manifest abuse of the employer’s right to terminate 
the contract of employment is entitled to special compensation. 

It should be noted that most of the legislative provisions 
mentioned grant this increased job security only to those employees 
who have been employed during a specified minimum period with 
the same employer. 


Unjustified Dismissals in Collective Agreements. 


The philosophy that dismissals must be based on just grounds 
subject to examination by a neutral body has also found its expres- 
sion in collective agreements in a number of countries. In Sweden, 
for instance, the Basic Agreement concluded in 1938 between the 
central employers’ and workers’ organisations, obliges an employer 
who contemplates the discharge of a worker to notify the union 
with a view to settling the case by agreement. If no solution 
is found the union may bring the matter before the Labour Market 
Board, which may make a recommendation for a settlement of the 
dispute. It is interesting to note that an effort made by several 
members of parliament to introduce legislation in 1957 to protect 
employees against unjust dismissal was unsuccessful since both 
employers’ associations and trade unions preferred a solution by 
agreement and stated that they saw no need for legislation in the 
matter. In Italy the central employers’ and workers’ organisations 
signed an agreement in 1950 according to which an employee who 
has been dismissed for unjust reasons is entitled to reinstatement 
or compensation. Collective bargaining practice in the United 
States has virtually established the principle that dismissals can 
take place only for “ just cause ”.* In the United Kingdom, where 
there is no such general principle established by legislation or 
collective agreements, the pressure of trade unions often consti- 
tutes in itself a check on employers’ freedom to dismiss. 


1 Section 492 of the Labour Code. See L.S., 1943 (Bra. 1) and ibid., 
1957 (Bra. 1). 


2 Section 12 of the Labour Code. See L.S., 1957 (Libya 2). 


8 Lay-off measures which are usually taken in redundancy cases will be 
reviewed below. 
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Dismissals for Reasons Connected with the 
Operation of the Undertaking 


This part of the study is concerned with those national norms 
that regulate dismissals the reasons for which arise out of the opera- 
tion of the undertaking. It is understood that this distinction is 
only made in certain national systems, and that in countries where 
no special regulations exist for these cases the general regulation 
as discussed above will also apply to dismissals necessitated by 
the operation of the undertaking. The need felt in several countries 
and industries in recent years to cope with the general problem 
of either reducing the work force (redundancy) or changing the 
occupational structure of the personnel because of economic or 
technological changes has often led to the elaboration of special 
measures in addition to those provided by the general regulations 
described above. Hence the following discussion will be concerned 
with individual as well as colléctive dismissals, although the latter 
constitute, in a number of national systems, the typical case of 
dismissals for economic reasons. 


> 


“ Force Majeure”. 
] 


An extreme case where economic conditions make a continuation 
of workers in their jobs impossible would be the situation created 
by an interruption or considerable restriction of the operation of 
the undertaking by occurrences of an abrupt and total nature 
such as destruction of the plant by fire, flood, earthquake or other 
acts of God, war or similar events. In such cases, which are usually 
unpredictable and generally beyond the control of the employer, 
provisions in laws or collective agreements or, in the absence of 
such express provisions, general principles developed by court 
practice allow the employer, in many countries (such as, for instance, 
France, the Federal Republic of Germany, the United Kingdom, 
Argentina, Italy and Japan), to sever the employment relationship 
with all or a great number of his workers without observing the 
obligations applicable under general regulations such as periods of 
notice, severance pay, etc. 


Other Reasons. 


Reasons connected with the operation of the undertaking are 
usually of an economic, technical or organisational character. 
There are those which originate directly from measures taken in 
the internal plant operation itself, e.g. automation, mechanisation 
and rationalisation measures, change in products or in production 
methods and in the skills needed, closing of plant departments, etc. 
On the other hand there are reasons resulting from circumstances 
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occurring outside the plant, e.g. marketing or credit difficulties, 
lack of orders, lack of raw materials, scarcity of coal or electricity, 
decline in demand, government policies, increase of competition 
both within the same country or abroad, and the like. There is, 
of course, a close interdependence between these two groups of 
reasons. It should be stressed that for the purposes of this study 
it makes no difference whether the termination of the employee's 
services is absolute and severs all his relations with the plant, 
or whether it is only meant to be temporary with the result that 
the employee retains certain rights with his employer, as is the case, 
for instance, in the lay-off system found in several countries. 


Prior Consultation with Authorities and Workers’ Representatives. 


Although a discussion of the various measures taken by the 
managements of undertakings to prevent or at least reduce dis- 
missals by an appropriate organisation of the operation of the plant 
would fall outside the scope of a study whose primary concern is 
the procedures to be followed if dismissals actually take place, it 
should be pointed out that there are many regulations in various 
countries which provide for consultation or co-operation procedures 
between the management on the one side, and public authorities 
and workers’ representatives on the other, for the purpose of 
seeking ways by which dismissals can be prevented. 

In this connection the I.L.O. Technical Meeting pointed out 
that— 

Consultation seemed particularly useful in collective dismissals resulting 
from rationalisation measures and it was all the more practicable since this 
type of dismissal arose out of circumstances which did not occur suddenly 
but, on the contrary, were foreseeable. Hence it should be undertaken as 
far in advance as possible. One of the objectives of this consultation should 


be the examination of possible measures that might be taken to prevent or 
reduce the envisaged dismissals or lay-offs. 


Examples of such measures are elimination of overtime, reduc- 
tion of hours of work, transfer of workers within the undertaking, 
introduction of short-time work, curtailment of recruitment, and 
invitation to the oldest workers to leave the undertaking before 
retirement age while still benefiting from the same advantages that 
they would have had at that age. The Technical Meeting recognised, 
however, that there was a limit beyond which these measures 
would be inadequate or inapplicable. 

If dismissals cannot be avoided, national regulations sometimes 
call for consultation or even co-operation with the representatives 
of the workers concerning the measures to be taken. In France, for 
instance, if the management intends to reduce staff because of a 
decrease in business or a change in production techniques, it has 
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to consult the works committee beforehand. In the United States, 
where business reasons of the kind envisaged in this context usually 
do not lead to a termination but only to a suspension of the work 
of some or all employees in the form of laying off surplus personnel, 
the general decision to lay off is considered part of “ management 
prerogatives”. But collective agreements sometimes require 
previous consultation with the trade union. In the United Kingdom, 
where redundancy policies and procedures are laid down in plans 
for single undertakings or, at times, whole industries, provision is 
sometimes made for consultation between management and unions, 
with a view to evolving measures to forestall or minimise re- 
dundancy by a variety of measures. 

Under rules applicable to mass dismissals in the Federal Repub- 
lic of Germany the employer must consult with the works council 
on the nature and number of dismissals necessary and on means of 
avoiding hardship among those to be dismissed. Likewise, the 
employer has to notify the regional employment office and dismissals 
take effect only one month after such notification. In Italy an 
agreement signed in 1950 between the central employers’ and 
workers’ organisations provides for a special conciliation procedure 
between the regional organisations if a reduction of personnel is 
considered necessary for business reasons. The conciliation pro- 
ceedings have only a delaying effect ; if the parties do not reach an 
agreement dismissals may take place 15 days after they begin. 
In India collective agreements sometimes provide for negotiation 
or consultation with the union when the management intends to 
introduce any change leading to a possible reduction in the number 
of workers. In Japan collective agreements often provide for 
consultation and sometimes co-determination prior to dismissals 
arising out of redundancy due to considerations of business opera- 
tions. In the U.S.S.R. dismissals in connection with a reduction of 
staff can only be based on an administrative order cutting the staff 
of the undertaking. 


Selection of Employees. 


If termination of the services of a number of employees cannot 
be avoided, certain criteria must be applied in the selection of the 
individual workers to be dismissed or laid off. The choice of criteria 
and the order in which they are to be taken into consideration vary 
considerably from one country or industry to another. In the 
U.S.S.R. managements must select the workers to be dismissed in 
the light of operational needs, i.e. in the first place they must take 
account of the efficiency and skill of the workers liable to be affected. 
Qualifications being equal, those in any of the following categories 
must be dismissed last: war disabled and ex-servicemen, women 
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living alone with young dependent children, and workers with two 
or more dependants whose families contain no other wage earner. 
The lay-off system in the United States and in Canada is charac- 
terised by the fact that it is a virtually uniform practice in collective 
agreements to make seniority and ability and skill the only criteria. 
Seniority systems are many and varied : whereas there are collective 
agreements in which ability and skill are the first criteria to be 
evaluated, seniority only being decisive if ability and skill are equal 
in a given number of workers, more frequently agreements make 
seniority the over-all consideration with priority over efficiency 
considerations. The “ last in, first out ” principle, either alone or 
combined in different ways with efficiency considerations, is also 
the main criterion in a number of other countries such as Argentina, 
Ceylon and the Philippines. In India the law also requires em- 
ployers to proceed on the seniority principle within each category of 
employees, but the employer may deviate from this procedure if he 
records his reasons for doing so. The majority of redundancy plans 
in the United Kingdom also base the selection of employees to be 
dismissed on the seniority principle, frequently qualifying it by 
coupling it in various ways with efficiency and the needs of the 
business. But other factors are also often taken into account. 
Among the first to be dismissed may be, for instance, part-time or 
temporary workers, married women whose husbands are gainfully 
employed, younger employees, foreign nationals and other groups. 
In Japan seniority is often the prime concern in establishing the 
order of retrenchment, but collective agreements frequently bring 
into play other factors such as skill and ability, employees’ records, 
the need to retain specialised or key personnel and social factors 
such as age, family status, etc. The regulations in force in other 
countries list seniority as one of several social considerations 
without giving it special weight. In France, for instance, manage- 
ments must, in selecting workers who are to be dismissed, keep to 
the order laid down in the works rules. These include provisions 
in respect of family responsibilities, length of service in the establish- 
ment and occupational qualifications. Under the Italian agreement 
already mentioned the employer, when selecting the employees to 
be dismissed, must take into account technical and production 
requirements, seniority, family charges and the economic situation, 
it being explicitly stated that all these criteria shall weigh equally 
in the decision. In the Federal Republic of Germany legislation 
provides that a dismissal based on pressing operational requirements 
may be regarded as socially unwarranted (and will therefore be null 
and void) if, when selecting a particular employee for dismissal, the 
employer failed to take account or took insufficient account of social 
considerations. It might be added that a similar effect is often 
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achieved in other countries by regulations which, though they do 
not contain special provisions for the selection of employees to be 
dismissed or laid off in redundancy situations, have established in 
one way or another a system under which dismissals (or lay-offs) 
must be justified in order to be effective. Examples of such national 
regulations have been given above. The Technical Meeting, when 
considering the various criteria applied for the selection of em- 
ployees did not give preference to any one of them, but expressed 
the opinion that this determination should be based upon pre- 
viously defined objective criteria. 


Period of Notice. 


Once the employees whose services are to be terminated (or 
suspended) have been selected the question of notice arises. In 
countries where regulations prescribe in a general way the observ- 
ance of a period of notice for all but summary dismissals, of which 
examples have been given above, they usually also cover dismissals 
for business reasons. These countries constitute by far the majority. 
But there are countries where, in the absence of general legal 
prescriptions, periods of notice are fixed by collective agreements, 
which sometimes contain special notice provisions for dismissals 
(or lay-offs) for economic causes, This is usually the case in the 
United States for instance. In the United Kingdom, where, as a 
general rule, common law principles and collective bargaining 
practice do not seem to show a marked tendency to have periods 
of notice longer than a week, redundancy plans very often contain 
detailed regulations which generally tend to stipulate a longer 
period, often proportionate to the length of service. In British 
redundancy practice length of notice has sometimes another effect, 
as it is often used as a basis for a kind of disguised compensation, 
employees being paid for the period of notice even though they do 
not working during it. 


Severance Allowance. 


Countries that have general regulations for severance allowances, 
either for all employees or for certain categories (e.g. salaried 
employees or determined occupational groups), usually do not 
provide for special compensation schemes for dismissals based on 
business needs. In countries where the concept is generally held 
that the maintenance of income security of dismissed workers 
should not be the responsibility of employers but should be 
guaranteed by providing unemployment benefits through contri- 
butory or non-contributory general schemes, there is often no general 
provision for special compensation to be paid by undertakings. 
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There are, however, others where collective agreements or plant 
schemes make provision for special dismissal pay in the case of 
reduction of personnel for economic reasons, sometimes to be paid 
in addition to social security benefits. Many redundancy plans in 
the United Kingdom, for instance, provide for some form of money 
allowance to employees with a minimum number of years of 
service who are dismissed as a result of redundancy. In the United 
States, too, some collective agreements provide for similar cash 
payments. In this connection mention should be made of the 
relatively recent institution of supplementary unemployment 
benefit plans in the United States, principally in the automobile, 
steel and glass industries. Collectively bargained severance pay 
stipulations can also be found in other countries (e.g. Canada and 
France). In the latter country they appear mainly in collective 
agreements relating to senior employees and supervisors. In India, 
where there is no general system of severance allowances, the law 
provides for special compensation on the basis of 15 days’ average 
pay for each completed year of service for cases of retrenchment. 
Argentine law, which provides for severance allowances as a general 
regulation, makes, in cases of reduction of personnel, a distinction 
according to who is responsible for the reduction or lack of work 
leading to redundancy : if it is due to the normal risks of business, 
the employer is entitled to reduce the usual severance allowance 
by 50 per cent. ; but he must pay the full allowance if it is due to 
his negligence. It should be added that the payment of damages to 
workers whose dismissal has been unjustified under the regulations 
in force in certain countries may have, in practice, the same effect 
for the worker as a severance allowance in countries where the 
concept of unjustified dismissal is unknown. 


Reinstatement. 


An important difference between ordinary dismissal procedures 
and those applicable in cases of reduction of personnel for economic 
reasons lies in the treatment afforded to terminated employees 
once the unfavourable business circumstances cease to exist. Here 
the main distinction between dismissal in the sense of termination 
of the employment relationship and lay-off in the sense of temporary 
suspension becomes apparent. In the United States, where under 
collective agreement clauses a reduction of personnel for business 
reasons usually leads to a lay-off, the employees affected do not 
lose their status as employees (in many cases at least not until the 
lapse of a certain period of time). They continue to be carried on 
the rolls of the employer for purposes other than payment of wages 
or other benefits and they keep their seniority. This is decisive as 
collective agreements usually provide, concurrently with lay-off 
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procedures, for procedures under which these employees have an 
established right vis-a-vis their employer to be reinstated, usually 
in the inverse order of lay-off, if the employer intends to increase 
his personnel. A similar situation also obtains in Canada and 
Japan and in certain other countries. 

In countries where lay-off (suspension) is not the rule and where, 
in case of staff reduction for economic causes, employees concerned 
are terminated, they have in principle no right to be reinstated. 
Collective agreements may, of course, provide for reinstatement, 
but this practice does not seem to be very widespread. In France, 
for instance, agreements sometimes stipulate that workers who 
have been dismissed owing to reduction of staff for economic 
reasons shall have priority of re-engagement during a certain period 
of time. Under British redundancy plans attention is also sometimes 
given to possible re-engagement of dismissed employees, but 
generally this takes the form of a promise or commitment by 
the management to offer jobs to such employees before recruiting 
others. Under Indian legislation, which treats retrenchment as a 
form of permanent termination, an employer who proposes at a 
later date to recruit workers must give preference to those re- 
trenched workers who offer themselves for employment. 


DISMISSAL FOR SERIOUS MISCONDUCT OF THE EMPLOYEE 


In the dismissal cases that have been discussed so far national 
regulations have established rules by which the conflict between 
freedom of management and job security is solved in one form or 
another. As has been seen, this usually involves a compromise 
between the employer’s and the employee’s interests, either by 
restricting the former’s power to dismiss as such, or by mitigating 
the effects of dismissal for the latter. 

The situation is different if the employee has committed an 
act of serious misconduct or a breach of discipline. Here it is a 
generally accepted principle that the employer has the unrestricted 
right to dismiss a worker who has been guilty of serious mis- 
conduct. Such a case does not only justify the dismissal as such 
but it usually also relieves the employer from certain obligations 
that he has in the case of a dismissal for which the employee cannot 
be held responsible. 


Definition of Serious Misconduct 


Legislative provisions, collective agreements, works rules, 
standards established by court decisions, custom or doctrine, as the 
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case may be, usually define in great detail the various types of 
serious misconduct or disciplinary infractions on the part of the 
employee which would entitle the employer to dismiss him. These 
would include actions or omissions which are directed against the 
undertaking or the employer such as theft, fraud, wilful damage to 
or loss of employer’s goods and property, carelessness, drunken- 
ness, breach of confidence (e.g. disclosure of company secrets), 
violence, insolence, serious violations of disciplinary rules, un- 
justified absenteeism, disobedience or insubordination, violation of 
safety rules and similar acts. Actions directed against fellow 
workers—for instance, theft or damage of the property of colleagues, 
bodily attack of co-workers, gross insults or other acts which cause 
serious disturbances in the undertaking—may also be included. 
The above are merely examples of cases that may be defined very 
differently in different national systems. While some regulations, 
moreover, contain a detailed enumeration of cases, others only 
state the principle. References to specific national regulations do 
not seem to be necessary to show that the general concept is reflected 
in one way or another in the standards in force in virtually all parts 
of the world. 

In order to avoid any form of misconduct being invoked 
arbitrarily by employers as a reason for dismissing individual 
employees, the standards very often make it clear that only serious 
cases of misconduct, e.g. intentional damages, grave negligence, 
repeated absence from work, repeated disobedience and other 
aggravated incidents (particularly where the worker has already 
received several warnings or reprimands for the same act) would 
justify the sanction of instant dismissal. Every case must be 
examined on the facts. The position and duties of the employee, 
his previous record and any other extenuating or aggravating cir- 
cumstances must be taken into account. 


Procedures for Dismissal 


The procedures to be followed by the employer before making 
the dismissal correspond to the concept that dismissal for serious 
misconduct is a disciplinary sanction or punishment that must be 
imposed without delay after the discovery of the misconduct. This 
principle is expressed in various ways. Under British common law, 
for instance, an employer who retains the employee after know- 
ledge of the breach of contract waives his right to dismiss. Labour 
courts in Argentina have established the principle that the employer 
must avail himself of his right to summary dismissal with due 
dispatch after he learns of the facts underlying the just cause. 
Under the Labour Code of the United Arab Republic disciplinary 


4 
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dismissal action must be taken within 30 days (for monthly paid 
employees) or 15 days (for other employees) after establishment 
of the disciplinary offence. Under German law an industrial worker 
can only be summarily dismissed within one week after the employer 
learns of the act of misconduct ; for other categories of workers and 
for salaried employees there is no specified time limit save the 
general principle that the employer may not wait an unduly long 
time. In Turkey the time limit is six working days. 

It is sound management practice for the employer, before 
putting the dismissal into effect, to give the employee concerned 
an opportunity to defend himself against the charges made against 
him. In some countries this principle is even laid down in legisla- 
tion. In India, for instance, law and decisions of arbitration 
tribunals have elaborated a rather formalised inquiry procedure 
before an inquiring officer. 

In the U.S.S.R. disciplinary dismissals can take place only with 
the prior consent of the union. In other countries it is the employer 
alone who decides on the dismissal. In undertakings with a good 
climate of labour-management relations and with highly devel- 
oped personnel management practices the management nevertheless 
often finds it desirable to consult shop stewards, works councils, 
employee representatives or similar bodies also in cases of dis- 
ciplinary dismissals. 

The disciplinary character of such dismissal is also reflected 
in the fact that national regulations usually authorise it in the form 
of summary or instant dismissal, i.e. without the observance of a 
period of notice. Finally, it corresponds to the special character of 
this type of dismissal that systems which provide for dismissal 
compensation, dismissal pay or severance allowances usually 
specify that an employee loses his right to such payment if he is 
dismissed for reasons based on serious misconduct. 


SPECIAL REGULATIONS 


The dismissal procedures and regulations discussed so far are 
applicable generally to all employees, subject, of course, in many 
cases to the variations between different branches of economic 
activities and sometimes between manual workers and salaried 
employees. In addition to these general standards, in many coun- 
tries there are rules and provisions prescribing special dismissal 
procedures in special cases. These consist primarily of supple- 
mentary provisions prohibiting dismissals based on certain reasons 
and in certain circumstances and giving additional protection 
against dismissal to certain categories of workers. 
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Prohibition of Dismissals for Certain Reasons 
Discrimination. 


An example of the first category is the principle that there shall 
be no discrimination in respect of employment on the basis of race, 
colour, sex, religion, political opinion or certain other grounds. 
This includes explicitly or implicitly the interdiction of dismissals 
on such grounds. National regulations embodying this principle— 
which is also to be found in the constitutions of some States—are 
so widespread that no examples need be given.? 





Union Activities. 


According to another principle, which is but one aspect of the 
broader principle of freedom of association *, employees should not 
be dismissed for union membership or participation in union 
activities. National regulations containing this widely established 
rule are a common feature of industrial relations systems of a very 
great number of countries. 


Prohibition or Restriction of Dismissals in Certain Circumstances 


Protective standards of the second category, i.e. those that 
prohibit dismissals in certain circumstances, are motivated by the 
fact that the employees concerned hold special positions or find 
themselves in situations that call for increased job security. As in 
these cases the dismissal restrictions have to be seen in the context 
of the regulations covering the contingency concerned rather than 
in the over-all context of dismissal procedures and as national 
standards in one form or another are quite frequent, the following 
is limited to an enumeration of the various cases involving such 
supplementary protection without analysis of national peculiarities. 


Position in the Undertaking. 


Employees who hold a special position in the undertaking, where 
their independence of the employer has to be backed up, sometimes 
enjoy increased job security. Regulations often provide, either by 
law or by collective agreement, that workers’ representatives at 
the level of the undertaking, such as shop stewards, members of 
works councils, works committees and joint committees, may not 
be dismissed during their term of office except for specified causes 
such as serious misconduct. Sometimes the same provisions apply 


1 The principle is also laid down in two I.L.O. instruments, the Dis- 
crimination (Employment and Occupation) Convention, 1958, and the 
Discrimination (Employment and Occupation) Recommendation, 1958. 


2 Cf. the Right to Organise and Collective Bargaining Convention, 1949. 
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to candidates for these positions and former members. Regulations 
of this kind can be found in one form or another in a number of 
countries. In France welfare officers and medical officers employed 
in undertakings cannot be dismissed without the consent of the 
works committee ; in case of disagreement the decision is taken 
by the labour inspector. 


Maternity. 


Legislation very often prohibits dismissal of women workers 
during certain periods before and after confinement. This principle 
is laid down in I.L.O. instruments.' 


Military Service. 


National laws and regulations frequently provide that employees 
who must leave their jobs when called up for military service 
may not be dismissed during the period of such service and are 
entitled to be reinstated in their jobs at the end of it. 


Special Categories of Employees. 


In several countries there are provisions which stipulate that 
certain categories of workers may be dismissed only in specified 
cases or with the authorisation of competent public authorities. 
Provisions of this sort vary greatly from country to country and 
cover disabled employees, war victims, victims of political per- 
secution or specified occupations such as, for instance, mine- 
workers. 

Incapacity and Sickness 


The fact that an employee is not able to fulfil his obligations 
because of a physical handicap constitutes, under the regulations 
of certain countries, a motive for increased protection against 
dismissal, while it affords, under the regulations in force in other 
countries, a reason for dismissal. Often a distinction is made 
according to the type and gravity of the sickness or accident and 
under the law and bargaining practice of many countries a differ- 
entiation is made depending upon whether the incapacity is of short 
or of longer or even permanent duration. 

In the United States, under collective bargaining practice, a 
protracted period of illness or serious cases of incapacity may be 
regarded as just cause for dismissal. In the Federal Republic of 
Germany legislation provides that a manual worker may be sum- 


1 Cf. the Maternity Protection Convention, 1919, the Maternity Pro- 
tection Convention (Revised), 1952, and the Maternity Protection Recom- 
mendation, 1952. 
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marily dismissed if he is not capable of continuing his work or 
if he suffers from certain types of sickness, and a commercial or 
industrial salaried employee may be summarily dismissed if he is 
prevented from rendering his services because of protracted illness. 
In France a dismissal based on reduced capacity owing to age or 
serious illness would not be abusive, but a certain number of 
collective agreements have established the principle that during 
a limited period of time the contract of employment may not be 
terminated because of illness. Under Polish legislation the under- 
taking may terminate the employment relationship without notice 
if the worker is incapacitated for work through sickness, provided 
incapacity continues beyond three months or, in the case of 
determined kinds of illness, six months. Under Argentine law 
inability to perform the job and chronic contagious disease may be 
“just cause” for summary dismissal. In Turkey the employer 
may, without observing the period of notice, dismiss an employee 
who has contracted a disease or suffered an injury, but he must pay 
severance allowance if the disease or injury is not attributable 
to the employee’s own fault.2 In the U.S.S.R. workers may be 
dismissed for unfitness for work and for prolonged absence caused 
by temporary disability. The examples given from different 
national systems are not rigid rules. Law, collective agreements 
or court or arbitration decisions often provide for a flexible appli- 
cation whereby all the circumstances of the individual case (such 
as length of service and duration of the incapacity) must be taken 
into account. Sometimes, rather than dismissing them, the 
employer is obliged to make every effort to offer employees who 
have been incapacitated other work in the plant which they are 
able to do. 

In contrast to the national regulations just cited there are 
other countries which explicitly prohibit or restrict dismissals 
during sickness. Under Belgian law, for instance, the employment 
relationship is suspended by sickness or accident and the employer 
can only terminate it when the incapacity has lasted for more 
than six months in the case of manual workers and three months 
in the case of salaried employees, provided that he observes the 
period of notice (which does not start until the end of the suspension) 
or pays wages for the notice period.’ A similar situation exists in 
Italy. Likewise, in the Netherlands the law prohibits the employer 
from dismissing a worker during a period of incapacity because 

1 Section 3 of the decree on contracts of employment of 1956 (L.S., 
1956 (Pol. 1)). 

2 Section 16 of the Labour Code. 

% Section 28bis of the Act of 1954 (L.S., 1954 (Bel. 3)) for manual 


workers, and section 11 of the royal order on contracts of salaried employ- 
ment of 1955 (L.S., 1955 (Bel. 3)). 
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of sickness (up to a maximum of two years).1 In Luxembourg 
salaried employees may not be dismissed for three months following 
incapacity because of illness or accident unless the appropriate 
period of notice is observed.? Dismissals during illness or con- 
valescence are prohibited in Yugoslavia.* In India an employer 
who intends to dismiss an employee for reasons of prolonged 
sickness or incapacity must observe the period of notice. 

In comparing and evaluating different national regulations 
with regard to dismissal based on incapacity and sickness account 
must always be taken of related factors such as the continuation 
of payment of wages during certain periods, sickness insurance 
benefits, and the like. 


REDRESS AND REMEDIES 


The prescriptions and standards set out in national regulations 
for the purpose of restricting arbitrary dismissals, increasing job 
security and tempering the effects of unavoidable dismissals— 
whether they take the form of laws, administrative regulations, 
collective or individual agreements, works rules, or principles 
established by common law—would be to no avail if there were 
no possibility of enforcing their application. It is therefore a 
generally accepted principle that an employee who thinks that 
his dismissal was carried out in violation of such rules or that 
certain prescriptions have not been observed has the right to have 
his case brought before and investigated by an impartial third 
party with power to render binding decisions. Under certain 
systems the redress procedure consists merely of the ability of 
the unions to take direct action in the form of economic pressures. 
Procedural systems for redress and remedies are to be found in 
almost every country where dismissal procedures are regulated in 
one way or another, but the procedures themselves vary immensely 
according to national systems and concepts, to the nature of the 
source of the regulation (law, collective agreement, etc.) and 
sometimes to the reason on which the dismissal was based. 


Redress Procedures 


In the majority of countries the procedures established for 
deciding on dismissal cases do not differ from the general procedures 
followed in settling individual disputes arising out of the employ- 


1 Section 1639 H of the Civil Code. 

2 Section 8 of the Act on contracts of salaried employment of 1937 
(L.S., 1937 (Lux. 1)). 

8 Section 330 of the Act on employment relationships of 1957 (L.S., 
1957 (Yug. 2)). 
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ment relationship ; examination of these general procedures would 
be beyond the scope of this article. 

There are, however, a number of countries which have estab- 
lished special procedures for solving dismissal disputes either 
entirely independent from or in some way or other connected 
with the employee’s ordinary redress procedures. In Italy, for 
instance, the two agreements signed in 1950 between the central 
employers’ and workers’ organisations provide for a special con- 
ciliation and arbitration procedure by joint bodies in cases of indi- 
vidual dismissals if the employee considers his dismissal unjustified 
and for a special conciliation procedure in cases of dismissals 
related to reduction of personnel. In the United Arab Republic 
an employee who wishes to challenge his dismissal as unjustified 
must first submit his case to the competent administrative author- 
ity. If the matter is not settled amicably it is referred to the 
ordinary court. 

Remedies 


The remedies possible in the case of a dismissal carried out 
in violation of the relevant rules vary considerably according to 
national concepts and regulations, to the kind and contents of 
the source of the regulation in question, to national systems of 
disputes settlement and to the factual circumstances of the indi- 


vidual case in question. 


General Considerations. 


The solution of the problem is comparatively simple in national 
systems where the employer’s right to dismiss any one of his 
employees for any reason is not curtailed, provided he observes 
a period of notice and pays a severance allowance, as the case may 
be, unless serious misconduct on the employee’s side or other 
important reasons justify a summary dismissal. 

In that case the employee’s remedy would at best be a decision 
ordering the employer to observe the period of notice (or pay wages 
in lieu thereof) and to pay compensation for length of service 
according to national regulations, sometimes coupled with damages. 
The basic concept underlying such a system, as pointed out above, 
is reflected by the fact that redress could not consist of an order 
to maintain the employee or to reinstate him. 

The possibility of reinstatement, sometimes replaced by pay- 
ment of damages, is the logical corollary of the notion of job 
security which, as pointed out above, exists if regulations in fact 
restrict the employer’s right to dismiss.* 


1 See E. Katz: La estabilidad en el empleo y otros estudios de derecho 
del trabajo (Buenos Aires, Roque Depalma Editor, 1957), p. 3. 
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Reinstatement or Compensation. 


Conditions prescribed by national regulations, or practice which 
in case of dispute may finally lead to reinstatement, are of different 
kinds. In countries where dismissals or lay-offs resulting from a 
reduction of personnel must follow a strict order of priority, an 
employee discharged in violation of that order will normally have 
to be taken back. In the United States a worker who has been laid 
off in contravention of the seniority stipulations embodied in the 
collective agreement may, as a result of the grievance and arbitra- 
tion process, obtain a decision under which he has to be reinstated, 
often with back pay. In countries where specific regulations 
prohibit the dismissal of certain categories of workers (such as 
trade union officials, members of works councils or similar bodies 
and disabled employees) and of workers under certain circumstances 
(maternity, military service, etc.) dismissals that take place in 
contravention of these prescriptions are either null and void, 
which means that the employment relation has to be considered as 
not having been interrupted, or give rise to a court decision ordering 
reinstatement. 

The possibility of the remedy taking the form of reinstatement, 
or sometimes payment of compensation (or damages) in lieu 
thereof, is of particular importance in national systems that have 
developed the concept of unjustified dismissal. As the regulations 
in force or the principles applied in those countries forbid dis- 
missals that are not based on justifying reasons, the position of 
an employee who has been dismissed for reasons that would not 
have justified the dismissal raises an interesting problem. From 
the point of view of job security this question is of great importance. 
If the unjustified dismissal is considered unlawful or null and void, 
then the employment relationship is either considered as not having 
been interrupted, or the employer will be ordered to reinstate the 
employee concerned. On the other hand, where national concepts 
reject, as a matter of principle, the idea of obliging an employer to 
reinstate a worker, payment of compensation or damages is nor- 
mally provided. 

In some countries reinstatement is the normal remedy. In the 
U.S.S.R., for instance, a worker who has won his case before the 
court must be reinstated in his former job on the same conditions 
and is entitled to compensation equivalent to his loss of earnings. 
The situation is similar for bank employees in Argentina with more 
than five years of service ; they may not be dismissed (unless for 
serious misconduct) and any such dismissal would be null and void. 
If the employer refuses to take the employee back he must continue 
paying his salary until the employee satisfies the conditions for a 
retirement pension. 
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In other countries the regulations in force give priority to 
reinstatement and provide for payment of compensation only if 
for certain reasons reinstatement is not possible. In Brazil if it is 
proved that the employee was not guilty of a serious offence (the 
only cause for which an employee with more than ten years’ service 
could be dismissed) the employer must reinstate him with back 
pay. If, however, the reinstatement is inadvisable in view of the 
incompatibility arising from the dispute, the court may order 
compensation instead. In the Federal Republic of Germany, if the 
labour court reaches the conclusion that the dismissal is socially 
unjustified, it states in its decision that the employment relation- 
ship has not been dissolved. This entitles the employee to re- 
instatement and back pay. On the application of either party the 
court may, however, if certain conditions are met and if, in parti- 
cular, the mutual confidence between employer and worker no 
longer exists, dissolve the employment relationship and order the 
payment of compensation. Similarly under Norwegian legislation 
the court, if it reaches the conclusion that the dismissal is not war- 
ranted by the circumstances of the owner of the undertaking, the 
employee or the establishment, may, at the request of the employee, 
order the employer to reinstate the employee, but only “ where it 


appears reasonable ”. Otherwise the employer has to pay com- 


pensation. 

Job security is even greater under those national systems 
where, in case of unjustified dismissal, it is the employee who has 
the right to choose between reinstatement or compensation. This 
is, for instance, the case under Spanish law for undertakings em- 
ploying at least 50 employees. The position is similar under Cuban 
law, since certain provisions of the relevant legislation of 1938, 
under which the employer was entitled to request the court to 
withdraw the reinstatement order in favour of an order to pay 
compensation, have been declared unconstitutional. The situation 
in Mexico is in effect the opposite in spite of the fact that the law 
explicitly allows the employee to choose between reinstatement and 
compensation. For, in practice, courts always order the payment 
of an indemnity. 

In other countries the choice between reinstatement and com- 
pensation is made by the employer. Under the Italian agreement 
on individual dismissals, for instance, the arbitration board, if it 
does not accept as valid the reasons for dismissal given by the 
employer, will order reinstatement. But if for considerations of 
expediency the employer considers it impracticable to retain the 
employee in the undertaking he may pay compensation. 

There are, finally, countries where the regulations provide only 
for the payment of compensation. This is, for instance, the posi- 
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tion under the new Labour Code of the United Arab Republic, where 
the court, if it finds a dismissal unjustified, may order payment of 
damages, reinstatement being the remedy only if an employee has 
been dismissed for union activities. 

In countries where the regulations in force do not explicitly 
prescribe whether the remedy should be reinstatement or payment 
of compensation, the courts or arbitration bodies, as the case may 
be, are free to render their award on the basis of the general con- 
cepts underlying the national system and according to the cir- 
cumstances of the individual case in question. Under the grievance 
procedure of the United States arbitrators often order reinstate- 
ment with or without back pay if in their view the reason for dis- 
missal invoked by the employer does not constitute just cause 
under the agreement. In France and Belgium damages are the 
normal remedy for abusive dismissal. The position is similar in 
the Netherlands if a dismissal is manifestly unreasonable. 

In countries where there is no formalised procedure for the 
settlement of disputes arising out of the employment relationship, 
the remedies afforded by practice may be equally effective. In the 
United Kingdom and in other countries where the distinction 
between individual and industrial disputes is not usually made, 
reinstatement is often obtained by an agreement between union 
and employer or, if conciliation efforts fail, by the mere existence 
of strong unions which stand ready to support reinstatement 
demands by pressure or even by a strike. Strikes of this sort are in 
fact not unusual. In India tribunals usually order reinstatement 
as the remedy for wrongful dismissal. This entitles the employee 
to back wages. In exceptional cases, for example where reinstate- 
ment will endanger industrial harmony or contribute to unrest in 
the undertaking or where management has lost confidence in the 
employee, the tribunal will refuse to order reinstatement and grant 
compensation instead. 

When the I.L.0. Technical Meeting, already referred to, dis- 
cussed these problems opinions varied concerning appropriate 
sanctions for unjustified or abusive dismissal. Certain participants 
thought that the only adequate sanction was the payment to the 
aggrieved worker of damages, since to impose reinstatement on the 
employer might prejudice the social climate in view of the resultant 
deterioration in the relationship between the employer and the 
affected worker. Other participants stressed that the opportunity 
for the worker to be reinstated in his job constituted the only 
really equitable remedy, even though the worker might prefer not 
to avail himself of this possibility, but rather to claim damages, 
especially where such damages were substantial. It was remarked 
that where a reinstatement decision was taken by an arbitrator 
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jointly chosen by the management of the undertaking and the union 
and enjoying the full confidence of both parties, and where such 
arbitration constituted the last step of a grievance procedure 
within the undertaking, these factors favourably influenced the 
acceptance of the reinstatement decision. 


Amount of Compensation. 


A comparison of the various national regulations and practices 
should not be based on the assumption that an employee always 
prefers reinstatement to the payment of compensation. His choice 
will be influenced greatly by various factors, and among other 
things by his personal relations with his employer (which may 
become strained during the grievance or court proceedings), by the 
possibility of finding another comparable job and by the amount 
of compensation # (often a decisive factor). 

While in certain countries such as Belgium, France and the 
Netherlands there are no specific prescriptions regarding the 
amount of such indemnity (the courts utilising the general prin- 
ciples of civil law), there are others where more or less specific rules 
have been established. In some countries the regulations have 
fixed a minimum and a maximum leaving it to the discretion of the 
court or arbitrator to determine the exact amount. This is for in- 
stance the case in Italy, where the agreement mentioned above pro- 
vides that the compensation must correspond to at least five and at 
most eight months’ remuneration. In other countries the regula- 
tions fix only a maximum, e.g. 12 months’ or one year’s salary in 
the Federal Republic of Germany and in Spain, and from six months 
to three years, according to length of service, in Norway. Sometimes 
regulations specify the elements which have to be taken into con- 
sideration in assessing the compensation. In Norway for example 
the law prescribes that there shall be taken into consideration the 
employee’s loss of earnings, length of service, remuneration, 
prospects of obtaining new employment in the same or in another 
occupation, his personal circumstances, and all other circumstances 


Though in general, and particularly in the manner of calculation, 
there may be similarities between compensation and the severance allow- 
ances described above, their ci.aracter is different. Severance allowances 
are independent of the reasons on which the dismissal is based (with the 
exception of summary dismissal for serious misconduct, which usually 
precludes such compensation), whereas compensation for unjustified dis- 
missal has its basis in the consideration that, from the point of view of jus- 
tice, the dismissal should really not have taken place ; but since it cannot, 
for reasons of principle, be nullified, the employee should receive compensa- 
tion to make good the damages arising out of the loss of his job. This 
difference is underlined by the fact that in some countries, e.g. Italy, com- 
pensation for unjustified dismissal must be paid independently from, and 
therefore in addition to, the normal severance allowance. 
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that it is reasonable to take into account. Similar provisions are 
also contained in German and Spanish legislation. 


POSITION OF THE DISMISSED EMPLOYEE 


Once the decision to dismiss an employee has been taken by 
management and the employee concerned has been notified of it, 
it is in the interest of both parties to facilitate the worker’s transi- 
tion to a new job. These considerations apply, of course, primarily 
to ordinary dismissals with period of notice and not to summary 
dismissals for serious misconduct. 


Time to Look for Another Job 


One of the main purposes of the notice period, as mentioned 
above, is to provide an opportunity for the employee, though still 
in the service of his undertaking, to make preparations for the 
change in his employment situation and, in particular, to look for 
a new job. But since under normal circumstances the worker will 
have to work full-time during the notice period, it may be desirable 
to grant him a certain amount of paid time off. This principle has, 
in fact, been embodied in the regulations of a number of countries. 
Under the legislation of the Federal Republic of Germany, for 
instance, the worker is entitled to a reasonable amount of time, the 
length of which is determined according to the needs of the parties 
and to the circumstances of the individual case. Under Argentine 
law two hours’ free time is granted during normal hours of work 
without reduction of wages. The Turkish Labour Code provides 
that during the period of notice the employer must allow the 
employee the necessary time off during working hours (at least two 
hours a day) to look for a new job. 


Certificate 


Another measure taken by management to facilitate the 
dismissed worker’s efforts to find new employment is the issue of 
a certificate containing some basic information that may be of 
interest to prospective employers. Here national regulations vary 
in form but not so much in substance. Under French law the 
employee is entitled to a certificate specifying exclusively the date 
of his engagement, the date of his separation, his job or jobs and 
the periods during which these were held. These are also the 
minimum contents of the certificate prescribed by the legislation 
of other countries such as Argentina, India, Japan, the United 
Arab Republic and the Federal Republic of Germany. Under 
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regulations in force in many countries certificates may also contain 
other entries, such as an evaluation or judgment, but only upon 
the explicit request of the employee. Under French legislation the 
certificate must not contain entries which are unfavourable or 
harmful to the worker. 


Placement and Unemployment Benefits 


When the dismissed worker has finally left the undertaking all 
his relations with it are normally terminated, unless the dismissal 
or lay-off was necessitated by economic needs, when he may retain 
a right to reinstatement. As workers and their families normally 
have to live on the remuneration they receive for their work, the 
loss of their jobs often deprives them of their only source of income. 
The chief concern of a dismissed worker is therefore to find another 
comparable job or, if this is impossible, to obtain financial aid to 
maintain himself and his family. The measures developed in the 
various countries to meet these needs show considerable differences 
in nature, concept and effect. Further, they must be seen in the 
general context of placement and unemployment benefits. What 
may be done by industry in one country may be done by public 
authorities in another. While in certain countries managements 
take responsibility by way of close co-operation with employers’ 
organisations or other undertakings, for helping employees whom 
they were obliged to dismiss to find new jobs, in others this is 
considered to be the responsibility of the public employment 
offices. A similar relationship between private and public action 
is apparent if one compares the severance allowance regulations 
in certain countries with the unemployment or old-age benefit 
schemes in others. Since this study is concerned with dismissal 
procedure as an aspect of industrial relations inside undertakings, 
it cannot consider manpower and social security problems, but the 
interdependence between plant practice and the general economic 
and social activities at the national and international levels should 
always be borne in mind when dismissal procedures are considered. 











The Work of the General Federation 
of Labour in Israel 


by 
Aharon BECKER 


Member of the Knesset, Member of the Histadrut Executive Committee 


The General Federation of Labour in Israel (the Histadrut) is 
unusual among workers’ organisations in that 1t combines trade union 
functions with economic and social activities. Grouping 90 per cent. 
of all wage earners in Israel it at the same time operates an impressive 
array of co-operative and industrial concerns, which together produced 
nearly one-quarter of the country’s net output in 1959, and runs a 
network of medical and social welfare institutions. Mr. Becker here 
describes the circumstances in which the Histadrut was constituted and 
the contribution it has made to his country’s development. 


HE Histadrut—the General Federation of Labour in Israel— 

was founded 39 years ago in what was then called Palestine. 
A group of resolute idealists was confronted by a desolate and 
sparsely populated country and the unique conditions under which 
they attempted to set up a new society determined the manner in 
which the founders of the Histadrut set about achieving their 
aims—social justice and equality. 

The first settlers who decided to establish a labour organisation 
believed that the rebirth of the nation was linked up with far- 
reaching economic and social changes among the Jewish people. 
They were not oppressed and exploited workers; indeed, the 
majority of them came from middle-class homes and had voluntarily 
chosen to become workers. Their task was further complicated by 
the abnormal economic structure of the Jewish people in Europe, 
whence the majority of immigrants hailed. The pyramid re- 
presenting the occupational stratification of the Jewish people was 
top-heavy ; it lacked the sound foundations of a broad stratum of 
manual workers, especially of agricultural workers, and the retrain- 
ing of immigrants to the needs of rural patterns of life and to 
industrial occupations was recognised as a pre-condition of national 
independence. 
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The Histadrut therefore decided to devise practical measures 
aimed at normalising the social structure of the Jewish people and 
its founders sought to accelerate this process by providing re- 
training and professional education. It was, however, not enough 
to educate the immigrant to his new social role as a worker. In a 
country that was poor in natural resources it was essential that 
new employment opportunities should be created to provide the 
livelihood of the retrained workers, and this too the Histadrut 
undertook to do. 

Thus the lines along which the Histadrut developed and its very 
nature were conditioned by special factors, and its objectives were 
different from those usually undertaken by workers’ movements. 
This may also be explained by the fact that the Histadrut came 
into existence before the society within which it operated had 
become industrialised ; instead of taking shape within an established 
economy in which it could limit itself to improving working con- 
ditions, it not only played an important part in building up the very 
economy that had to maintain the worker but actually created the 
working class. 

Its practical objectives, then, were to promote land settlement 
through co-operative villages, to retrain immigrants for manual 
work and to set up economic enterprises so as to provide employ- 
ment. At the same time the welfare of the workers was safeguarded 
by the establishment of mutual-aid funds and medical care. 

A striking feature of the Histadrut’s activities is thus their 
great diversity, but, although it combines both trade union and 
economic activities as well as social services, it remains primarily a 
trade union organisation. Membership of Histadrut trade unions 
has quadrupled since 1948, while the number of industrial workers 
has only doubled during the same period. 

Despite its centralised administration the Histadrut has been 
able to maintain democratic participation of its membership 
through its national and local unions. This democratic structure 
starts with the elected workers’ committee at each place of work. 
The next stage is the local labour council representing all Histadrut 
membership within a defined geographical area ; these councils are 
in many cases the most active channel of contact with the rank and 
file and also exert a significant influence in the determination of 
national trade union policies. The national unions provide another 
link with the Central Executive. Histadrut democracy is thus based 
on a diffusion of powers among many strongly entrenched units. 
The link between members and the administrative machinery is 
guaranteed by the tradition, and the practical necessity, for the 
elected leadership to maintain close contact with their members and 
to represent their views faithfully. Nevertheless in the Histadrut, 
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as a democratic organisation, there are always of course genuine 
differences of opinion regarding questions of policy at the national 
level. 


BuILDING Up THE ECONOMIC STRUCTURE 


Following the Balfour Declaration in favour of a Jewish national 
home, it was clear that the capacity of the country to absorb 
immigrants would depend on greatly accelerated agricultural and 
industrial development. Under the circumstances the most prom- 
ising avenue for economic expansion appeared to be co-operative 
action, in agriculture as well as in industry, within the framework 
of the organised labour movement. 

The instrument the Histadrut created to co-ordinate individual 
co-operative efforts and to act as a holding company for its economic 
enterprises was the General Co-operative Association of Jewish 
Workers in Israel (Hevrat Ovdim). Both individual co-operative 
societies and undertakings owned by Hevrat Ovdim itself are 
provided for in the constitution of the Association, the stated 
purpose of which is “to unite on a co-operative basis the Jewish 
workers in Israel, in all professions ” and “ to organise, develop and 
expand the economic undertakings of the workers’ community in 
all branches of settlement and labour, in town and country, on the 
basis of mutual aid”. Towards the achievement of these ends 
Hevrat Ovdim is empowered “to engage in all tasks for the 
preparation of the soil for settlement, etc.”. Membership of the 
Association, whose board of directors is elected by the Histadrut 
executive, is coextensive with that of the Histadrut, since every 
member of the latter belongs automatically to the Association, 
membership of which is open only to Histadrut members. Thus the 
Association is constituted as a primary co-operative society at 
the national level. It has no share-capital of its own other than the 
nominal sum required for its legal incorporation. Every individual 
member bears limited liability for the Association without, however, 
contributing capital. 

The predominant form of organisation through which the 
labour movement entered the field of agriculture was the individual 
co-operative society in the shape of the agricultural settlement, and 
indeed most of the 500 existing co-operative agricultural settle- 
ments, with their central societies and auxiliary institutions, are 
now organised within the Association. 

These settlements, all of which are alike in respect of basic co- 
operative organisation, are of three main types: (1) the collective 
settlement (kibbutz), whose assets are owned and operated by the 
whole community ; (2) the co-operative smallholders’ settlements 
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(moshav), in which each family leases a farm, all produce is 
marketed and all supplies are purchased co-operatively and pro- 
duction is also to a limited extent co-operative; and (3) the 
collective smallholders’ settlement (moshav shitufi), which com- 
bines the leading features of the other two types. Each individual 
settlement is registered as a co-operative society, and each bears 
the triple aspect of a producers’ co-operative, a marketing-co- 
operative, and a consumers’ co-operative. Their produce is sold 
co-operatively through a nation-wide agricultural marketing co- 
operative “ Tnuva”. The land is in all cases nationally owned and 
is leased by the settlements.' 

Outside the settlements consumer co-operation also plays an 
important role in Israel. Almost one-third of the population is 
served by more than 1,000 consumers’ stores. To secure their 
supplies the retail societies are associated with the agricultural 
settlements in a wholesale organisation, Hamashbir Hamerkazi, 
which is the most important distribution agency in the country, 
with its own importing organisation and its own network of indus- 
trial subsidiaries. 

Co-operative forms of organisation also extend to many other 
branches of the economy. The greater part of all passenger road 
transport is carried by bus co-operatives, while more than 250 pro- 
ducers’ and service co-operatives engage in various forms of light 
industry, or in commercial services such as ice and kerosene dis- 
tribution, hotels, restaurants and cinemas. 

The setting up of economic enterprises as a source of additional 
employment brought the workers’ economy to the unique position 
it occupies in Israel today. Although agriculture had received 
initial priority it could not alone guarantee a balanced economy 
and the need for industrialisation became increasingly pressing. 
The labour movement conceived its role in the economic process 
in terms of a general pioneering project rather than of profits. 
Profits are never withdrawn but are reinvested in further develop- 
ment. During the economic doldrums of the twenties it started 
out by forming contracting companies in building, public works 
and plantations, but gradually turned its attention to industry. 
The real spurt in industrial development came after the establish- 
ment of the State of Israel in 1948, when mass immigration made 
additional sources of livelihood a national priority. 

Owing to the reluctance of private capital to invest in basic 
industries the centrally directed Histadrut industrial structure 
assumed the role of a spearhead of industrial expansion. Thus 
the first shipping company, the first airline and the national water 

1 See also Chaim Yau : “ Israel’s Immigration Policy”, in International 
Labour Review, Vol. LX VI, Nos. 5-6, Nov.-Dec., 1952, especially pp. 451-454. 
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supply were initiated by Histadrut subsidiaries, even before the 
country attained independence. The Histadrut contracting com- 
pany Solel Boneh and its industrial arm Koor pioneered the 
country’s heavy industry. 

The success and dependability of such enterprises is best 
illustrated by the partnerships into which local and foreign private 
capital was prepared to enter with the Histadrut, and by technical 
“ know-how ” agreements with well-known foreign companies. 


* 
* ok 


To appreciate the impact of Hevrat Ovdim on the life of the 
country the following figures should be considered : 177,000 persons 
earn their livelihood within the Histadrut economy ; of this number, 
110,000 have been absorbed into Histadrut plants and co-operatives 
since 1948.1 Some 200,000 persons live in the various communal 
or co-operative settlements, which produce 65 per cent. of the 
country’s food output. The general turnover of the Histadrut 
economic sector in 1959 comprised 23 per cent. of the country’s 
total net national output and nearly a third of the trade activity. 


ORGANISATION AND MEMBERSHIP 


Circumstances have thus made the Histadrut a comprehensive 
organisation with a wider scope of activities and influence than 
is usually accorded to workers’ organisations. This, in turn, is 
reflected in the composition of its membership. Men and women 
of all occupations are found in its ranks, and it organises the 
scavenger as well as the university professor, the clerical worker 


1 One of the problems of a rapidly growing economy owned by a labour 
movement is that of ensuring that the workers will not lose their sense of 
identification with the factory in which they are employed. The large size 
of the plants may tend to deprive the individual worker of the feeling that 
the factory belongs to him as a Histadrut member, with the danger that 
he may not have the necessary sense of responsibility for the fate of the 
concern. One of the remedies devised to offset this danger is the participation 
of workers in the management of Histadrut-owned plants. The first stage 
consists of a joint executive-workers’ management council to direct the 
policy of the concern. The workers’ representatives, elected at general 
meetings, serve as a direct channel of communication between the ad- 
ministration and the work bench. The eventual objective is to have two 
“executives in working clothes” attending board meetings. Their role 
would be to ensure the full participation of the workers in managerial policy 
and the active participation of the non-managerial staff in the plant’s 
activities. 

This attempt at workers’ participation in management is still in the 
experimental stage and it remains to be seen whether the system can be 
further adapted to achieve its purpose and will serve to obviate some of 
the difficulties in labour relations in co-operatives and concerns owned by 
the labour movement. 
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as well as the men and women in public services, without racial 
or religious discrimination. Every section of the population is 
represented, the almost illiterate new citizen and the highly 
educated veteran, the Arab+ and the Jew, all of whom enter the 
Histadrut individually and only then become union members. 
Authority is vested in the central organisation, which, as men- 
tioned above, groups its members into national and local unions 
within this general framework.* In this, Histadrut differs from 
most other national trade union federations, which were generally 
established by already existing unions. 

The Histadrut does not take political action and is not asso- 
ciated with a single political party. Its constitution provides that 
membership shall be open to all workers irrespective of political 
affiliation and this principle is strictly adhered to.® 

Today, when the population of Israel has passed the 2 million 
mark, Histadrut membership totals 677,000 ; among these, 201,000 
are wives of members, who have full membership status in the 
Histadrut (though not in the trade unions) because of their interest 
in social and educational activities. Women make up 47 per cent. 
of the membership.‘ In all, about 1,300,000 persons—men, women 


1 On the subject of membership of Arab workers, see below. 

2 The following is a list of the major categories of workers organised 
within the Histadrut : agricultural workers ; building and building material 
workers ; metal workers; food processing workers (including bakers) ; 


tobacco and pharmaceutical workers; textile workers; woodworkers ; 
printing, paper and cardboard workers ; diamond workers ; seamen ; watch- 
men ; chemical workers ; artists ; clerks and office workers ; government 
employees (labourers and clerks) ; teachers ; workers in agricultural schools ; 
nurses ; social workers; pharmacists; medical laboratory workers and 
microbiologists ; physiotherapists ; X-ray workers ; engineers ; technicians ; 
salaried physicians; salaried lawyers; science graduates; lorry drivers 
(transport) ; film-studio workers; civilian army workers ; Histadrut factory 
workers ; citrus packing workers ; harbour workers ; restaurant and café 
workers ; taxi drivers. 

8 Politics enter the Histadrut through its governing bodies, members 
of which are elected on the principle of proportional representation along 
party lines. 

Mapai, the Israel Labour Party, is the majority party. There have been 
small fluctuations in its percentage of votes, but its central position has 
never been challenged and has most recently been reaffirmed in elections 
held in May 1959. There are two left-wing labour parties in the Histadrut, 
Mapam and Ahdut Haavoda, as well as the Communist Party, whose 
‘ membership amounted only to 2 per cent. in the recent elections. Two 
workers’ factions of non-labour parties, one of the Progressives (Liberal) 
and one of the General Zionists (Conservative), are also represented. 

# Women have created the country’s largest and most powerful socio- 
educational organisation, the Working Women’s Council of the Histadrut, 
which runs a widespread network of child-care institutions and innumerable 
training courses for women, as well as vocational and agricultural post- 
elementary educational institutions. The Working Women’s Council of 
the Histadrut has thus done a great deal to level out differences between 
new immigrant and veteran women. Its services to the newcomers cannot 
be overrated. 
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and children—benefit from its institutions taking dependants 
into consideration. Histadrut unions, which by special agreement 
include members of non-Histadrut religious organisations, comprise 
almost 90 per cent. of all wage earners. 

Membership dues are paid in proportion to the gross monthly 
earnings of the members and range from 3 to 4% per cent. The 
member is entitled to include his family in the health insurance 
scheme (sick fund), in which case a supplementary fee has to be paid. 

Distribution of income from dues is as follows: strike fund, 
2 per cent. ; employment fund, 2 per cent. ; workers’ sick fund 
and invalidity, 46.5 per cent.; mutual-aid fund, 6.5 per cent. ; 
old-age grants, 2.5 per cent. ; widows’ and orphans’ fund, 1.5 per 
cent. ; organisation and culture, 39.0 per cent. 

The principle of mutual aid is reflected in the membership fees. 
Thus a man who supports a large family that avails itself frequently 
of the services of the sick fund and the other mutual-aid societies, 
may pay less than a bachelor, the only criterion being the wages 
received. 


WAGE POoLicy 


In 1948 the standard of living of the Israel worker was very 
modest ; wages were relatively low, and though certain basic social 
benefits were provided there was no labour legislation to speak of, 
no social insurance and no social security. At the same time the 
workers were called upon to play the major part in making possible 
the integration of great masses of immigrants and to wage the 
struggle for a better standard of living for the population within 
the limits of prevailing conditions. The wage policy of the Histadrut 
has throughout combined a constant striving for these goals with 
a realistic appraisal of the situation and the probable effects of its 
action. The trade unions recognise that their struggle for a decent 
living standard for the workers must necessarily be accompanied by 
efforts to safeguard the economic basis of the country. 

Histadrut policy has therefore consistently aimed at increasing 
output and productivity, aiding the expansion of exports and the 
economic consolidation of the country, stabilising prices, reducing 
unemployment, promoting the integration of immigrants, and 
avoiding economic fluctuations and shocks, while at the same time 
defending and, as far as possible, improving the living conditions of 
the working man. 

Under this policy, details of which will be examined in the 
following sections, wages have risen steadily in both real and 
nominal terms, and the improvement in living standards has 
approximately paralleled general economic progress. 
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From 1955 to 1959 the retail price index rose by 19 per cent. 
while nominal wages increased by 39 per cent. and the index of real 
earnings by 18 per cent. During the same period the index of 
industrial output rose by 36 per cent. while the number of man-days 
increased by only 14 per cent., indicating a considerable improve- 
ment in productivity. The official index of annual industrial output 
per wage earner (at fixed prices) rose from I/8,440 in 1955 to 
I£10,290 in 1959, an increase of 22 per cent. 

Wage differentials between various groups of wage earners have 
increased appreciably. The group earning less than I{200 per 
month (which includes juveniles, workers on unemployment relief 
work and many women, especially in part-time employment) has 
remained about stable at 24 per cent. of the total. At the same time 
average wages for the whole economy rose between 1955 and 1959 
by 39 per cent. and in industry alone by 44 per cent. In 1959 wages 
represented 59 per cent. of the total national income, which itself 
had risen by 87 per cent. (at current prices) since 1955. In the same 
period the total of wages and social benefits paid to wage earners 
rose by 78 per cent., while the number of wage earners increased by 
only 26 per cent. 

That real wages have more than kept pace with rising prices 
is in no little measure due to the Histadrut’s policy of wage restraint 
coupled with a cost-of-living allowance to offset price increases and 
with a system of norms and premiums designed to encourage pro- 
ductivity and give the workers a fair share of its benefits. 

Various indirect benefits have also helped to raise living stan- 
dards : (1) Social benefits, secured either from national insurance or 
under collective agreements, are equivalent on the average to an 
additional 30 per cent. of the regular cash wage. (2) The whole 
population is now covered by the pension provisions of national 
insurance ; in addition some 275,000 members of pension and 
provident funds are entitled to supplementary pensions while some 
75,000 employees are covered by various budgetary pension 
schemes. Thus almost 80 per cent. of wage earners are entitled to 
some supplement on state pensions. (3) Half of all urban wage 
earners own their homes. (4) Free elementary education and state 
aid in many cases for secondary and vocational education are an 
important relief for the working family. (5) The overwhelming 
majority of working people are covered by health insurance through 
Kupat Holim (Histadrut’s sick fund). (6) Much progress has been 
made in enacting protective labour legislation. 

Finally, job security is the basic factor and some 85 per cent. of 
all wage earners are in regular employment covered by collective 
agreements assuring a reasonable degree of security. 
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Rise in Real Wages 


Table I shows the purchasing power of workers’ wages in Israel 
in 1958 as against 1948, with the food-basket as the criterion. It is 
based on the average income of an industrial worker for one hour’s 
work, 


TABLE I. QUANTITY OF FOODSTUFFS PURCHASED BY ONE HOUR’S 
PAY IN ISRAEL, 1948 AND 1958 





Index 
(1948 = 100) 


Commodity 





Standard bread. . ig. 4.948 
Fresh beef. .. . pa 0.213 
hr 0.423 
Lovcalcarp ... a 0.710 
Sf a rm 2.582 
ke ee litre 1.420 
Margarine... .| kg. 1.420 
MD Gas wh ted litre 3.944 
ee units 14 

eS a xe. eT kg. 5.259 
Potatoes. x ee & a 6.484 
a ee ss 0.355 
0.209 











In the period covered by the table average wages in industry 
rose by 440 per cent. During the same period the cost-of-living 
index rose by some 293 per cent. indicating that the real value of 
earnings has been more than raintained in relation to the rise in 
prices. 


Cost-of-Living Allowance 


Under circumstances of inflation and an adverse trade balance 
the trade unions faced great difficulties in attempting to improve 
the workers’ real income. They found that their major task was to 
safeguard the purchasing power of earnings at the same time as full 
employment had to be provided and the welfare of the working 
population ensured. 

Thus, particular importance has been attached to the cost-of- 
living allowance. First introduced 16 years ago, the allowance has 
been assured to all groups of workers. Originally it was determined 
every three months, while today this is done every six months. If 
the price index has risen by 3 per cent. or more during this period, 
wages are adjusted accordingly. The basic wages current until 1956 
were introduced at the beginning of 1952, at about the same time 
as the cost-of-living index was revised with prices of September 1951 
representing 100 points. By the end of 1955 the index stood at 239, 
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rising to 250 by the end of 1956, to 263 by the end of 1957, and to 
274 by the end of 1958. 

Practical results show that the cost-of-living allowance has 
served as a means of preserving the genuine purchasing power of 
the wage earner while at the same time contributing to the stabilisa- 
tion of the economy. 

The wage policy of the Histadrut is dictated by necessity, but 
if wage rises are at the moment considered inexpedient this does not 
imply that the trade union movement sees no need for improvement 
of the living standards of the worker. Though the worker who holds 
a permanent job has fairly satisfactory living conditions, the same 
does not hold true of the temporary and seasonal worker. Here the 
vocational training schemes and courses of the Histadrut for adults 
are considered the best remedy. 


Fringe Benefits 


Wages are not, however, the only criterion of the living 
standard of the worker. Fringe benefits play a considerable part 
in this regard. It has always been the policy of the Histadrut to 
protect its members against hardships resulting from sickness, 
invalidity or old age and, over and above the basic old-age pension, 
maternity benefits and other forms of national insurance guaranteed 
to all workers by the State, the Histadrut provides its own mem- 
bers with additional benefits through insurance funds to which 
employers, and to some extent workers also, contribute. 

As has been mentioned, the Histadrut member pays a regular 
membership fee which automatically insures him with full rights 
in all Histadrut welfare institutions. The member receives exactly 
the same services regardless of the amount he pays, which is 
proportional to his wages. 

The main welfare institution of the Histadrut is the Workers’ 
Sick Fund, which cares for 1'/, million Israelis. Members of the 
Histadrut are automatically insured, but other people belong to 
it as well. New immigrants to Israel receive free treatment during 
their first three months in the country and for another nine months 
they benefit by a 40 per cent. reduction in fees. 

The sick fund actually preceded the foundation of the 
Histadrut, but, contrary to the experience of other countries in 
the field of health insurance, it arose from the initiative of farm 
labourers. Under collective agreements employers contribute to its 
finances and the Government also pays some 10 per cent. of its 
budget. 

The Histadrut also runs a country-wide network of dispensaries, 
medical health stations, and mother-and-child-welfare stations. 





446 INTERNATIONAL LABOUR REVIEW 





Its 15 or so hospitals are served by auxiliary scientific research 
institutes, X-ray clinics and laboratories. 

Table II illustrates the progress made in the sphere of fringe 
benefits from 1949 to 1958. 


TABLE II. FRINGE BENEFITS AS A PERCENTAGE 
DIRECT WAGES, 1949 anp 1958 





Branch of industry 1949 





Histadrut-owned industry ....... | 26.90 
| 
a 





32.4 

21.90 
24.05 
25.60 


Histadrut institutions . 
Metal industry . 
Cigarette industry 
Printing industry . 
Civil servants 
Agriculture 8.0 





It will be seen that fringe benefits are exceedingly high in Israel. 
In fact it is recognised that a ceiling has been reached and that 
further benefits cannot be introduced unless productivity is greatly 
increased and economic progress in the country stepped up. 

The growth of provident and pensions funds is particularly 
significant. In 1949 these included only about a third of all wage 
earners in Israel, approximately 45,000 persons. Today the cor- 
responding figure is 350,000, i.e. 80 per cent. of all Israel wage 
earners. The large insurance funds have also recently introduced 
comprehensive old-age pensions schemes to supplement the pension 
paid by the National Insurance Institute of the Government. The 
combined pension from the Histadrut and the Institute will total 
a maximum of 70 per cent. of regular wages after 35 years of work. 

The Israel trade union movement, by a system of linking 
between different insurance funds, has secured fringe benefits 
for temporary and seasonal workers as well as those in permanent 
employment. 


Wage and Salary Differentials 


As a general policy the Histadrut has always given priority 
to ensuring minimum standards for all before improving the 
standards of the upper-grade workers. The figures of table III 
will serve to illustrate the results of this policy. 

These figures show that wage and salary differentials in Israel 
are relatively small. Under pressure of the demand for technical, 
professional and managerial skills this wage structure is, however, 
gradually changing. 
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TABLE III. WAGE AND SALARY RANGES, 1956, 1958 AnD 1959 





Monthly pay Number of persons Percentage 


Gat eS 1956 | 1958 | 1959 1956 | 1958 | 1959 








200 and below .. .| 95,000 | 110,000 | 110,000 | 24. S. 
201-260 ... . . .| 190,000 | 151,000 | 120,000 | 49. 4. 
261-280 ..... .| 40,000 42,000 43,000 | 10. 9. 
281-350 . .. . . .| 35,000 | 100,000 | 128,000 , 2. 
* ers ie 22,000 35,000 g 5. 
501 and above ... 5,000 15,000 24,000 3. 


| 








Total . . .| 385,000 | 440,000 | 460,000 100.0 
a 




















The question of wage differentials came to the fore in 1955 
and remains one of the most difficult problems that the trade union 
movement has to face in Israel. When inflation became a serious 
threat in the wake of mass immigration, the main objective of 
the Histadrut was to protect the minimum standard of living of 
the lowest-paid workers. This was done, as has been seen, by means 
of the cost-of-living allowance. 

However, with rising prices and the increases of the allowance, 
this system had the incidental effect of restricting wage differentials 
rather drastically. The steeply progressive income-tax rate further 
reduced differences in net earnings. Skilled craftsmen, salaried 
professionals and people in responsible positions complained that 
the system discriminated against them and left them with no 
appreciable advantage in net earnings over less highly trained 
workers. 

In consequence, a mood of dissatisfaction developed among 
professional employees and a section of them took strike action. 

Fearing that concessions to any group of salaried workers would 
inevitably produce a chain reaction with disastrous effects on the 
stability of the economy, the Histadrut has secured appreciable 
concessions to the professionals but not to the extent demanded 
by them.? 

Effects of Histadrut Wage Policy 


Thus the wage policy of the trade union movement should 
not be seen as dictated by abstract principles but as conditioned 
by the special economic climate and potential of the country. This 
tendency, which characterises the majority party in the Histadrut, 


1The Professionals’ Department established by the Histadrut three 
years ago was designed to act as the channel of expression for the academic 
group and at the same time to form a link between this group and the rest 
of the labour movement. 
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is often condemned by the more dogmatic minority labour parties. 
However, even these are beginning to recognise the inevitability 
of a realistic wage policy in Israel. 

Any exaggerated wage rise will not only fail to increase the real 
wages of the worker but may easily jeopardise job stability. There 
is no getting away from the fact that the workers’ welfare and 
economic security are inextricably linked with the economic 
welfare and security of the State. 

In the interests of economic stability the Histadrut changed 
over recently from collective bargaining every year to agreements 
for a two-year period. On the other hand, just and normal labour 
relations based on free negotiation between employers and workers 
have long been recognised as important factors in stabilising and 
expanding the economy, and raising the living standards of the 
population. Experience acquired in many progressive countries 
shows that negotiations between the workers and the management 
reflected in collective agreements make for stable labour relations. 
They also ensure a progressive decline in the number of work days 
lost through labour disputes. 

Today about 90 per cent. of all wage earners in Israel are pro- 
tected by collective agreements. Industry, building, agriculture, 
transport, the liberal professions and various public services are 
covered by a network of national agreements. It is worth noting 
that the Israel labour movement has been one of the first to succeed 
in introducing the principle of collective agreements in agriculture 
on a national scale. 

Collective agreements in Israel are primarily signed by national 
unions, on the one hand, and employers’ organisations (Manufac- 
turers’ Association, Farmers’ Union, Association of Builders and 
Contractors) on the other. Only in those cases where workers not 
organised in national unions are involved, or the employers are 
unaffiliated, are collective agreements signed by the local labour 
councils and the employers directly. 

It should be mentioned that every collective agreement signed 
by the trade unions contains a clause providing for the arbitration 
of all differences which may occur between the two parties during 
the period of validity of the agreement. This, however, does not 
include disagreement in the course of negotiations or the renewal 
of a contract. 


EMPLOYMENT 


A country that consciously encourages immigration must 
concentrate on eliminating unemployment. Israel’s daily unem- 
ployment rate—which should be considered in relation to its popula- 
tion figure of 2 million—has on an average been 7,000 to 9,000 
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per day in the last two years according to Ministry of Labour 
statistics (see table IV). Another 16,000 persons, who are employed 
on government sponsored projects, must be considered potentially 
unemployed. This problem is intensified through mass immigration, 
which brought many old and handicapped persons to the country, 
since Israel permits their entrance in accordance with the principle 
that every Jew has a right to immigrate. The Employment Services 
Law prohibits any kind of discrimination on the strength of race, 
religion, age or sex, but in practice aging persons encounter diffi- 
culties in securing work. 

The main problem facing the Histadrut, therefore, is the provi- 
sion of productive employment for those who work in government- 
sponsored employment projects. But this cannot be done only by 
opening new enterprises. Retraining is also necessary and its 
difficulties have already been described above. 


TABLE IV. DAILY AVERAGE OF UNEMPLOYED, 1950-59 
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The distribution of Israel manpower shows a large percentage 
of persons working in services (unproductive occupations) ; 40 per 
cent. make a living in industry and agriculture, and another 16 per 
cent. work in the transport services and the building industry, 
according to 1959 statistics. A disproportionately large part of 
Israel’s manpower is employed in clerical and liberal professions. 

The gap between exports and imports makes it imperative 
for Israel not to acquiesce in such a situation. The distribution 
of manpower must be organised with a view to improving export 
prospects. Further employment openings in industry depend on 
the rise in production earmarked for export, and the chances of 
improving the living standards of workers in turn depend on export. 

The wage policy of every workers’ movement reflects its econ- 
omic approach. In Israel the interests of the whole nation strongly 
influence the formulation of trade union policy. The security of 
the worker depends to a large extent on the consolidation of the 
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national economy, and the Histadrut does not overlook this fact. 
It is opposed to wage increases that lack a foundation of increased 
productivity, since this will inevitably produce inflationary pressure 
and lower the real wages of the worker. 


STRIKES 


Both the relative as well as the absolute number of strikes in 
Israel has declined following the establishment of the State. This 
may be attributed to the steady policy of the trade union movement 
operating as a single comprehensive organisation that follows a 
national and responsible line. By ensuring the strength of the 
organised worker it succeeds in minimising clashes and thus 
reducing the incidence of labour disputes. 

Israel does not lose a large number of working days through 
strikes or lockouts, and disagreements are usually solved peacefully, 
without recourse to extreme measures. On the other hand there 
have been some major strikes such as that of the Seamen’s Union in 
1951, the Metal Workers, and another in Israel’s largest textile 
factory “Ata”. There have also been strikes of professional 
employees. 

Table V illustrates Israel’s record of strikes and lockouts in 
principal branches of the economy from 1949 to 1950. 


TABLE V. STRIKES AND LOCKOUTS, 1949-59, By MAIN 
ECONOMIC BRANCHES 





— : ee oe —aneen ma TD 


| | 
Number of | Number of 


Percentage | 
| Man-days of total | 
Branch strikes and workers | — ° 
lockouts involved 


lost man-days | 
lost 


Agriculture and fisheries . . 34 | 1,482 | 6,679 
Manufacturing, crafts and quar- 

rying . ita 468 40,495 | 529,395 
Construction and ‘public works . 36 
Transportation and communi- 

cation services. . 7 17 
Commerce and banking 10 
Public and personal services .| 215 








Tom... | 780 





It will be seen from table V that 62.7 per cent. of the time lest 
was inindustry. This is a very high percentage if the proportion of 
industrial employees in the total manpower of the country is borne 
in mind. On the other hand, the figure for agriculture (0.8 per cent.) 
is extremely low, mainly owing to the co-operative organisation of 
agriculture in Israel. 
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A breakdown of the causes of labour disputes shows that conflicts 
over wages take precedence, accounting for 55 per cent. of all 
working days lost. Working conditions follow with 25 per cent. 
Disregard for the procedure of hiring resulted in only 6 per cent. of 
all working days lost. 

On the other hand, delayed payment of wages is a far from 
negligible factor and led to the loss of 11 per cent. of all working 
days. This cause of dissension has, however, been removed by the 
passing of a Wages Protection Law in 1958, which provides for 
regular payment of wages. 


PRODUCTIVITY 


Recognition of the need for increasing productivity led to the 
setting up of a National Productivity Institute in November 1951.1 
While the initiative came primarily from the Histadrut, the Govern- 
ment as well as the Manufacturers’ Association and other public 
bodies co-operated. The Institute today plays an essential role in 
the training of workers and management for higher productivity. 
The presence of experts provided by the I.L.O. and the American 
Technical Assistance Programme has been a great help. 

For some years the Histadrut and the Government have been 
distributing awards for productivity to individual workers and 
teams for outstanding achievements in their work, in the improve- 
ment of production processes, for the invention of technical devices, 
etc. This official recognition accompanied by a publicity campaign 
has raised the prestige of any contributions towards productivity, 
the importance of which has thus been driven home to the man at 
the workbench. 

It is not only the employer who profits from increased output ; 
the worker’s own wage packet is enlarged through incentive bonuses. 
Premiums range from 10 to 40 per cent. over and above the standard 
wage rates. 

A recent innovation was the introduction of a special high- 
skilled grade. This involves an increment in wages for the efficient 
worker whilst avoiding a deviation from the wage-stabilising policy 
endorsed by the trade union movement in Israel. 


Productivity Councils 


The inter-relationship between a rise in productivity and 
increased wages for the worker is fully recognised by the Histadrut. 
The workers’ organisation was, therefore, the first to tackle system- 
atically the problem of streamlined work processes and increased 


1 See Hy Fisu : “ Raising Productivity in Israel ’, in International Labour 
Review, Vol. LXVIII, Nos. 4-5, Oct.-Nov. 1953, pp. 375-392. 
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efficiency. Histadrut initiative paved the way to further joint 
efforts with the Government and other public bodies. 

In 1952 an agreement was signed between the Histadrut and 
the Manufacturers’ Association, representing the country’s largest 
organised group of employers, according to which joint productivity 
councils were to be set up. Today, tens of thousands of workers are 
employed in plants where these committees operate. Most of them 
have been set up in industrial enterprises where planned action is 
most likely to yield benefits, because industry is becoming in- 
creasingly important in Israel. While its economy was, before 1948, 
agrarian to a large extent, industry today is gaining in significance 
and the future will certainly see further developments in the same 
direction. This fact is even reflected in farming, where industrial 
crops such as cotton, ground-nuts, tobacco and sugar-beet are being 
cultivated on ever-expanding areas. 

Table VI illustrates the growth of output per gainfully employed 
person in agriculture and industry over the last decade. 


TABLE VI. OUTPUT PER GAINFULLY EMPLOYED PERSON IN 
AGRICULTURE AND INDUSTRY, 1949 To 1959 





Index 


Output in If at 1949 rates (1949 = 100) 





Agriculture Industry Agriculture | Industry 





663 1,875 100.0 100.0 
786 2,070 118.6 110.4 
805 2,150 121.4 114.7 
875 2,236 132.0 119.3 
895 2,518 135.0 134.3 
1,029 2,824 155.2 150.6 
1,065 2,888 160.6 154.0 
1,235 2,938 186.3 156.7 
1,295 3,158 195.3 168.4 
1,426 3,347 215.1 178.5 


1,604 3,516 241.9 187.5 























VOCATIONAL EDUCATION 


The process of industrialisation requires a large number of 
skilled workers familiar with modern techniques. The majority of 
Israel’s population are immigrants from countries that are still not 
industrialised and lack basic knowledge of technological develop- 
ment, and where general educational facilities are restricted. The 
children are taken care of in the schools, since compulsory education 
provides for their education from the ages of 5 to 14. But the 
parents must in some measure be brought to a level where they can 
adjust to Israel conditions. 

Training schemes for adult immigrants are organised by the 
State and the Histadrut to bridge the gap between the veteran 
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settlers and the new citizens. As to the re-education of women, 
who are usually behind their male relatives in education and lack 
status, the Working Women’s Council with its Working Mothers’ 
Association has done a great deal. Créches and kindergartens have 
been set up that provide proper care for young children who have 
not yet reached the age of compulsory education, and the women 
are taught home economics, Hebrew, sewing, cooking, etc. 

As to adolescents, evening courses for working youth have been 
organised for those who have not graduated from elementary 
schools. The law provides that they must finish their course of 
studies after work. 

The educational work of the Histadrut has also strengthened 
awareness of the need for vocational education. Courses running 
parallel with formal lessons have been opened at elementary 
schools to provide a grounding in the different vocations. Children 
who would otherwise have gone to work untrained thus acquire the 
rudiments of vocational training and are encouraged to continue in 
post-elementary courses. 

The aim of this policy is to prevent the emergence of parallel 
separate societies with different educational standards. All parts 
of the population must be led to an understanding of the necessity 
of education and be encouraged to make use of the educational 
opportunities offered. 


WorKERS’ HovusING PROJECTS 


A survey made in November 1957 reveals that 52 per cent. 
of the Jewish population in Israel own their own homes, 44 per cent. 
of them being wage earners. The policy of enabling workers to 
acquire their own homes was initiated by Histadrut-sponsored 
projects. The state has, of course, taken a large part in backing 
the programme and the Ministry of Labour has contributed con- 
siderably to its success. 

In spite of these efforts there are still large numbers of persons 
in Israel who lack adequate accommodation. The Histadrut, as 
well as the Government, is aware of the situation and is working 
out schemes that will provide a solution for the underprivileged 
workers. The temporary huts and barracks that were erected under 
the stress of mass immigration have almost entirely disappeared 
and efforts are being made to liquidate any such transit-camps 
completely within the near future. 


THE ARAB WORKER 


No account of the activities of the Histadrut would be complete 
without some mention of the status of the Arab worker. 
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The Histadrut Council that met at the beginning of 1959 
decided unanimously to grant full membership of Histadrut to 
Arab workers in Israel. This resolution constitutes the last link 
in a chain of developments, from separate communal organisation 
to integrated common organisation. 

During the years of mandatory government in Israel the 
Histadrut always felt it incumbent on itself to aid the Arab worker 
to organise and secure his rights. The organisation that fought 
for better living and working conditions of the Arab worker was 
the Arab Workers’ League affiliated to the Histadrut. 

The situation of the Arab worker greatly improved during this 
first phase of Arab workers’ organisation. When the first Jewish 
workers organised themselves their Arab comrades were accustomed 
to extremely low living standards and worked for starvation pay. 
The example of the Jewish worker aroused their desire to improve 
their conditions and the Arab worker in Palestine soon attained 
higher standards than his counterpart in the neighbouring coun- 
tries. The influence of organised Jewish labour was most marked 
in those workplaces where Arabs and Jews worked together. 
Jews and Arabs joined forces in putting their demands before 
the employers and when strikes were organised they included both 
the Jewish and the Arab workers. 

The establishment of the State of Israel in 1948 marks another 
phase of development in the organisation of the Arab worker. 
In 1953 membership of Histadrut trade unions was open to Arabs, 
though they did not become full Histadrut members. In the 
course of a few years a high percentage of Arab workers entered 
the trade unions of the Histadrut and as a result obtained equal 
working conditions and fringe benefits. Membership in the trade 
unions ensured for the Arab worker equal benefits from all mutual- 
aid societies such as insurance, vacations, sick pay, etc. 

The final phase of this process is the full integration of Arab 
and Jewish workers side by side in an over-all organisation that 
protects the rights of all workers, irrespective of their racial or 
religious background. This position has now been attained. 


CONCLUSION 


The constitution of the Histadrut at its founding conference 
in 1920 made provision for— 

“ The foundation and development of agricultural and industrial 
enterprises in all branches, both in town and country ; the establish- 
ment of credit institutions and funds for settlement and other 
forms of economic activity ; the unification of economic and labour 
groupings ; contracting labour and increasing its productivity ; 








THE GENERAL FEDERATION OF LABOUR IN ISRAEL 455 





the co-operative organisation of supply and the various branches 
of production for the economic independence of the labour 
community.” 

The analysis in this article of the present Histadrut activities 
and of past developments seems to prove that the essential object- 
ives of the founders of the organisation have been accomplished 
to a large measure. The Histadrut has succeeded in laying the 
foundations for the emergence of a workers’ society ruled by the 
ideals of social justice. Circumstances decreed that this workers’ 
society should become the nucleus of the State of Israel and deter- 
mine its character apart from providing many of the institutional 
frameworks of the new sovereign body politic. 

The achievement of national independence was a climax, but 
it also required a reorientation of the Histadrut and a shifting 
of emphasis in its activities. 

The trade union activities of the Histadrut will continue to 
play a vital role in the economy of the country. In the rapidly 
changing circumstances of Israel new methods and schemes have 
constantly to be worked out and applied so as to serve the interests 
of the workers’ movement. Thus, for example, the process of 
industrialisation has had repercussions on trade union policy. 

The vitality of the Histadrut is evident in its resilience and 
adaptability. It may be relied upon to continue displaying the 
elasticity needed in order to maintain its central place in Israel life. 

In a wider sense the Histadrut has managed to repay part 
of the debt it owes to more consolidated countries and older 
workers’ movements from whose experience it has benefited, by 
offering its own experience to even younger labour movements in 
the developing countries which are today facing similar problems 
and difficulties. 





REPORTS AND INQUIRIES 


The Evolution 
of State Pension Schemes 
in Great Britain 


After a chronological account of state pensions in Great Britain from 
the first non-contributory scheme for the needy established in 1908 to the 
comprehensive National Insurance Act of 1946—which remains the basis 
of the existing pensions scheme—the following article analyses in detail the 
steps which led up to the recent introduction of a supplementary system of 
graduated retirement benefits for employed persons under the National 
Insurance Act of 1959. It will be noted that the Act of 1959 had the addi- 
tional aims of placing the national insurance scheme on a sound financial 
footing and encouraging the parallel development of occupational pension 
schemes conforming to certain standards. 


During the last half of the nineteenth century there was growing 
concern in Great Britain with the lot of the poor, particularly the aged 
poor, and dissatisfaction with the form and spirit of the poor laws. 
Poor relief, which might be in cash or in kind, was provided at the 
discretion of the local authorities and was granted only to the destitute. 
Towards the end of the century a Royal Commission on the Aged Poor 
was set up. Although it reported that no fundamental change was 
needed in the existing system of relief, the public concern continued. In 
1906 almost one in every three persons aged over 70 was in receipt of 
poor relief and half the pauperism in Great Britain was due to old age. 
There was considerable agitation for the establishment of old-age 
pensions, either on a contributory basis, following the precedent set by 
other countries, or as assistance from public funds, available as a right to 
any aged resident who could show that he was in need. Various official 
bodies studied the possibilities for a pension scheme. It was decided that 
most workers could not afford to pay appreciable contributions to provide 
for their old age and in 1908 legislation was enacted to provide non- 
contributory old-age pensions for the needy. 


PENSION SCHEMES, 1908 To 1948 


The Old-Age Pensions Act, 1908, was a real departure from the poor 
laws, first because assistance was provided as a right to needy persons 
(and not only to those who were completely destitute) and second 
because the benefits were payable in cash at prescribed rates. Further- 
more responsibility for the administration of the scheme was shared 
between central departments and pension committees appointed by the 
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local authorities, and Parliament annually voted the sums necessary to 
meet the cost of the pensions. The Act provided that a person of 70 years 
or more who fulfilled statutory conditions as to British nationality and 
residence was entitled to a pension subject to a means test. The full 
pension was 5s. a week ; it was reduced if the pensioner’s annual income 
(excluding specified exemptions) exceeded {21 and no pension was 
payable where the annual income exceeded £31 10s. The benefits became 
payable on 1 January 1909 and by March of that year some 500,000 
persons were enjoying old-age pensions. In 1920 the rate of full pension 
was increased from 5s. to 10s. a week, the means test was liberalised and 
non-contributory pensions became payable to the blind at the age of 
50 (in 1938 the pensionable age for blind persons was reduced to 40 years). 

The non-contributory pensions paid amounted to {7.3 million in 
1910-11, £10 million in 1914-15 and {21.9 million in 1921-22. 

In 1925 the Widows’, Orphans’ and Old-Age Contributory Pensions 
Act set up a pension scheme based on social insurance principles and 
covering manual employees, as well as non-manual employees not 
earning more than {250 per year (in 1940 this ceiling was raised to 
£420). The scheme was financed by flat-rate contributions, payable by 
the insured persons and their employers, and by a state subsidy, and 
provided flat-rate benefits without a means or earnings test. Persons 
who had left insurable employment could continue insurance on a 
voluntary basis. In 1937 special voluntary insurance was made available 
to persons of small means who were not liable for insurance, including 
the self-employed and married women. This provision came into effect 
on 1 January 1938. 

The scheme provided pensions, subject to the fulfilment of contribu- 
tion conditions, to persons between the ages of 65 and 70, and to the 
widow under the age of 70 and the orphans of an insured person. In 
virtue of her husband’s insurance the wife of an insured man received a 
pension when she attained the age of 65, if her husband was already in 
receipt of a pension, or as soon thereafter as her husband reached the 
pensionable age. In 1940 the pensionable age under the 1925 Act was 
reduced for insured women and the wives of insured men from 65 to 
60 years. This reduction did not apply to the special voluntary scheme. 
From the age of 70 a person who had been in receipt of a contributory 
pension under the 1925 Act was eligible for a pension under the non- 
contributory pension scheme of 1908 without further qualifying con- 
ditions, i.e. without regard to the means, residence or nationality condi- 
tions otherwise attaching to non-contributory old-age pensions. 

Entitlement to an old-age pension under the contributory pensions 
Act of 1925 was conditional on insurance for the five years immediately 
before attaining the age of 65 and on the payment of 104 weekly con- 
tributions, with an average of 39 contributions paid or credited (in 
respect of periods of incapacity or involuntary unemployment) during 
the last three years. Entitlement to a widow’s or orphan’s pension was 
conditional on the deceased’s having been insured for 104 weeks imme- 
diately before his death, with the actual payment of 104 contributions 
since his last entry into insurance and, if he had been insured for 208 
weeks, with an average of 26 contributions paid or credited during the 
last three years.! 


1 At the outset of the scheme contributions paid or credited prior to 1926 under the 
National Health Insurance Act of 1911, which was also based on social insurance principles 
and covered substantially the same persons, were reckoned in applying the contribution 
test for pensions. 
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The normal rate for old-age, wives’ and widows’ pensions was 10s. a 
week. A widow was entitled to a weekly allowance of 5s. for her first 
child and 3s. for her second and each subsequent child. Full orphans 
received allowances of 7s. 6d. a week. 

Rates of contributions were fixed as follows : employer 444d. (women 
244d.), employee 444d. (women 2d.) ; by 1942 these rates had been raised 
to 644d. (in respect of women 34d) and 644d. (women 5d.) respectively. 
In addition there was an annual state subsidy. 

The contributory pension scheme, except for the special voluntary 
contributors’ scheme, was operated on an assessment system. The 
Exchequer paid the total cost of the pensions granted to persons aged 
70 years and over and also provided an annual subsidy, fixed in advance, 
intended to meet the deficiency in each year’s contribution income as 
compared with expenditure on contributory pensions. This state 
subsidy rose gradually from {£4 million for 1926-27 to £21 million for 
1945-46. By 1942 about £50 million had accrued in the pensions 
account. 

The number of persons insured under the contributory pension 
scheme (age group 16 to 64) rose from 17,089,000 in 1926, to 20,678,000 
in 1938; it is estimated that there were about 1 million voluntary 
contributors.1 The upward trend was due not only to an increase in the 
number of workers but also to extensions in the scope of the scheme. At 
31 December 1933 there were 727,490 pensioners between the ages of 
65 and 69 and at 31 March 1934, there were 861,624 pensioners over 70. 
At 31 December 1933, 735,953 widows and 348,921 children were in 
receipt of benefits under the Act of 1925.? 

In 1940 supplementary pensions were introduced for old-age pen- 
sioners and widow pensioners over the age of 60 years who were in 
need. These supplementary pensions, which were a form of social 
assistance, were financed by the Assistance Board. At the outset 
(August 1940) the rates for a pensioner without other resources, inclusive 
of the contributory or non-contributory pensions were 19s. 6d. a week 
for a single person living alone and 32s. for a man and wife where both 
were pensioners. In 1942 the rate of supplementary pensions for a single 
person was raised by 2s. 6d. per week and that for a man and wife by 5s. 
In 1943 the supplementary pensions were extended to widow pensioners 
under 60 if they had young children. Prior to the introduction of the 
supplementary pensions, needy pensioners had been dependent upon 
relief or public assistance provided by independent local authorities, 
which imposed their own means tests. 


The Beveridge Report 


In 1941 the Minister without Portfolio, who was responsible for the 
consideration of reconstruction problems, appointed an Interdepart- 
mental Committee of Social Insurance and Allied Services to make a 
survey of existing schemes and, secondly, to make recommendations. 
All the members of the committee, with the exception of its Chairman, 
Sir William (later Lord) Beveridge, were civil servants. Since the issues 
that would be raised before the Committee involved important questions 


1 Sir William BrvertpGe: Social Insurance and Allied Services (London, H.M. 
Stationery Office, 1942), p. 213. 


* 1.L.0. : International Survey of Social Services, 1933, Studies and Reports, Series M, 
No. 13, Vol. 1 (Geneva, 1936), p. 364. 
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of policy that would call for decisions by the Government as a whole, 
on which it would be inappropriate for civil servants to express an 
opinion, the report was signed by the Chairman alone and submitted to 
Parliament in 1942. The Beveridge Report contained a plan for social 
security whose main feature was “ a scheme of social insurance against 
interruption and destruction of earning power, and for special expendi- 
ture arising at birth, marriage or death”. The plan was based on three 
assumptions : the institution of a scheme of children’s allowances, the 
framing of a comprehensive health service and the avoidance of mass 
unemployment. In combination with national assistance and voluntary 
insurance, the social insurance scheme put forward in the Beveridge 
Report aimed to make want under any circumstances unnecessary. The 
scheme embodied a number of fundamental principles. It provided a 
flat rate of insurance benefit, irrespective of the amount of the earnings 
that had been interrupted or had ended, which was the same for the 
principal contingencies involving loss of earnings. The flat-rate benefit 
proposed was intended to provide the minimum income needed for 
subsistence in all normal cases and was to be payable throughout the 
contingency. All citizens were to be treated equally according to their 
essential needs, They were to be left free to alse such arrangements as 
they wished, and could afford, for social protection beyond the subsist- 
ence level. The compulsory contribution required of each insured person 
and/or his employer was at a flat rate. The rates for insured persons 
varied according as they were employed or self-employed persons and as 
they were adult or young workers. Rich persons would contribute 
more only to the extent that as taxpayers they paid more to the national 
Exchequer and so to the state contribution to social insurance. In the 
interests of efficiency and economy the administrative responsibility for 
the scheme was to be unified. The scheme was comprehensive, covering 
the whole population for all their needs; it took account, however, 
of the different ways of life of different sections of the community, i.e. 
employed persons, those otherwise gainfully occupied, housewives, 
children and retired persons. 

The Beveridge Report dealt at some length with the problem of age, 
a problem which it considered one of the most difficult of social security 
because it was the major cause of inability to earn among adults and 
would become even more important as the proportion of persons of 
pensionable age in the population increased. It was therefore a costly 
contingency. Furthermore, the economic and social implications of old 
age varied widely in individual cases. The report found the existing 
arrangements unsatisfactory on two grounds. The contributory and 
supplementary pensions were limited to employed persons and their 
amount was inadequate if the claimant had no other resources. An 
analysis of persons in receipt of public assistance in Great Britain in the 
first week of March 1942 p sew that 69,350 aged persons (men 65 and 
over, women 60 and over) were receiving relief in institutions and that 
30,484 were receiving “ out-relief ” (excluding those receiving domiciliary 
medical relief only). Of the persons receiving institutional relief 21 per 
cent. were receiving old-age pensions. For pensioners who contianbh te 
employment the pensions were quite superfluous. The problem was 
“how persons who are past work could given a guarantee against 
want in a form which gives the maximum of encouragement to voluntary 
saving for maintenance of standards above the subsistence minimum and 


1 Estimate based on sample. 
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at the same time avoid spending money which is urgently needed else- 
where, or money on a scale throwing an intolerable financial burden on 
the community’. The solution suggested was the provision, in virtue of 
contributions, of some 40s. a week for a man and his wife, or 24s. a week 
for a single person, without a means test but subject to a reduction of 
part of any earnings after retirement. These rates, like the rates of 
contributions, were provisionally based on 1938 prices increased by 
25 per cent. The basic rate was to be payable to men retiring on or after 
the age of 65 and to women retiring on or after the age of 60. If an 
insured person deferred his retirement after he attained the pensionable 
age he was to be able to earn increments to his basic pension. 

It was suggested, however, that at the outset the full contributory 
pensions should not be given as a right to everyone of pensionable age. 
Pensions were to rise over a period of 20 years until they covered full 
subsistence. In the meantime there would have to be a certain amount 
of assistance subject to a means test. This proposal was intended to 
keep down the cost of the scheme while the British economy was recover- 
ing from the effects of the war. 

The Beveridge Plan provided for assistance, subject to proof of 
need and an examination of income, to cover certain cases which would 
fall through the net of social insurance, for example for persons who for 
various reasons could not qualify for insurance benefit and those who 
had special needs for care, diet, etc. It made assistance pensions available 
for all persons of pensionable age subject to a uniform means test, 
whether or not they qualified for a contributory pension. The report 
pointed out that voluntary insurance is an essential part of security 
which should be encouraged by the State, both negatively by avoiding a 
means test for its compulsory insurance benefits and limiting compulsory 
insurance benefits to subsistence and primary needs, and positively by 
regulations, financial assistance and the organisation of voluntary 
insurance. Among existing forms of voluntary insurance it referred to 
supplementary or alternative occupational superannuation schemes, for 
example in the civil service and teaching and in a large number of 
individual firms. It was suggested that the State should make its own 
development of retirement insurance gradual so as to allow for the 
necessary rearrangement of existing schemes. 

The estimated annual expenditure for the social security scheme 
including social insurance benefits, national assistance, children’s 
allowances and heaith allowances, proposed in the Beveridge Report 
amounted to £697 million in 1945, £764 million in 1955 and £858 million 
in 1965. In these estimates various amounts were allocated to retirement 
pensions and widows’ and guardians’ benefits and assistance (excluding 
the cost of their administration). These are shown in table I. 


ECONOMIC PROVISION FOR OLD AGE SINCE 1948 


The Beveridge Report was received with much interest both abroad 
and in Great Britain, where it was debated by Parliament in 1943. The 
Government accepted the three assumptions on which the report was 
based, namely the institution of children’s allowances and of a com- 
prehensive health service and the avoidance of mass unemployment, as 
well as many of its major recommendations, and subsequently enacted 
social security legislation comprising the Family Allowances Act, 1945, 
the National Insurance (Industrial Injuries) Act, 1946, the National 
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AMOUNTS ALLOCATED TO PENSIONS UNDER THE ESTIMATES 
OF THE BEVERIDGE REPORT, 1945, 1955 AND 1965 





Type of pension _1945 


(millions of 0 


Retirement pensions 


126 | 190 


] 

aa 

| 
Widows’ and guardians’ benefits | 29 

#7 

| 


Assistance pensions 39 





Total . 








Percentage of total social secu- 
rity budget 














Insurance Act, 1946, the National Health Service Act, 1946, and the 
National Assistance Act, 1948. 


National Insurance Act, 1946 


In 1944 the Government put forward detailed proposals for a com- 
prehensive social insurance scheme !, which with certain amendments 
form the basis of the National Insurance Act, 1946. The National 
Insurance scheme applies to all persons between school-leaving and 
pensionable age—with a few specified exemptions—and affords pro- 
tection to different categories of persons in contingencies which entail 
loss of income. All insured persons are covered against old age and 
death ; a married women may rely on a retirement pension in virtue of 
her husband’s insurance or she may, if gainfully occupied or already 
insured, elect to pay or to continue to pay contributions in order to 
qualify for a retirement pension in her own right. The employer con- 
tributes in respect of married women employees whether or not these 
employees elect to contribute. 

The Government did not accept the proposal put forward in the 
Beveridge Report that old-age pensions should begin at a fairly low level 
and be increased over 20 years until they reached subsistence level, 
considering it preferable that the standard rate of benefit should become 
payable as soon as the new scheme came into effect. Under the national 
insurance scheme the minimum pensionable age is 65 for men and 60 for 
women. The following widows’ benefits are also payable: (1) for the 
first 13 weeks of widowhood, a widow’s allowance ; (2) thereafter, where 
the widow has at least one eligible child, a widowed mother’s allowance, 
and (3) in other cases, subject to the fulfilment of conditions as to age, 
duration of marriage or incapacity of self support, a widow’s pension. 

The weekly rates for retirement and widows’ pensions and supple- 
ments when the national insurance scheme came into effect in 1948 and 
the rates as subsequently increased are shown in table II. 

The Act of 1946 fixed the widow’s allowance at 36s. a week, plus 
7s. 6d. for the first child, and the widowed mother’s allowance at 33s. 6d. 


1 Social Insurance. Part I and Part II (London, H.M. Stationery Office, 1944), 
Cmd, 6550 and 6551. 
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TABLE II. WEEKLY PENSION AND SUPPLEMENT RATES UNDER THE 
NATIONAL INSURANCE ACT (1946), AS PERIODICALLY AMENDED, 
1948 to 1958 } 





148 6 | | 1952 





s. d. 


Retirement pension 
32 6 


Widow’s pension 


Uninsured wife or other 
adult dependent of in- 


suved mam ..... 30 0 





First dependent child . . 15 0 

















Other children ..... - 3 ye 


Iceetensese a oa 





1 In 1951 there was an increase in pension rates for those already of pensionable age on 1 October 1951, 


a week ; both the basic allowances are now 70s. a week, the widow’s 
allowance being increased by 20s. a week for the first child and 12s. for 
each subsequent child and the widowed mother’s allowance being 
increased by 12s. for the second and each subsequent child. 

Basic pensions have risen by some 90 per cent. since 1948 and in the 
period 1948-58 the consumer price index has risen by 54.5 per cent.? 

Pension increments may be earned by postponing retirement after 
attainment of the minimum pensionable age. These increments, which 
were originally fixed at 1s. a week, plus an increment for the wife’s 
pension where applicable, for every 25 contribution weeks, are now ls., 
plus 6d. for the wife’s pension, for every 12 contribution weeks. The 
maximum increases are 21s. for a single person and 31s. 6d. for a married 
couple ; this brings the maximum pension with increments to 71s. for 
a single person and 111s. 6d. for a married couple. On attaining the age 
of 70 (women 65) a person who continues in insurable employment ceases 
to be liable to pay contributions, although his employer is required to 
contribute in respect of him. 

Until the beneficiary attains the age of 70 (65 for women) the pensions 
payable are reduced if his earnings are in excess of a prescribed amount ; 
at the outset this amount was 20s. a week but it has gradually been raised 
to 70s. a week. A similar provision applies to widows ; widowed mothers 
may now earn 100s. a week before suffering deductions in their personal 
pensions and widow pensioners, 70s. It is estimated that some 80,000 
retirement pensioners, out of a total of 5,400,000, have their pensions 
reduced by the earnings rule, which also affects the pensions of some 
60,000 widows, including about 25,000 widowed mothers. The rationale 
of an earnings condition for pensions in a time of industrial expansion, 
such as now exists in Great Britain, when it is considered desirable that 
older persons should remain in employment, is frequently questioned. It 
is estimated that the abolition of the earnings rule would entail the pay- 
ment of 400,000 additional pensions to persons between the ages of 65 and 
70 (women 60 and 65) who are still in regular work, and would cost about 

1 1.L.0.: Year Book of Labour Statistics 1956 (Geneva, 1956) and ibid., 1959 (Geneva, 
1959), pp. 335 and 410, respectively. 
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£100 million a year. There is considerable pressure to allow widowed 
mothers to keep their full pension irrespective of their earnings.* 

Entitlement to a full retirement pension is conditional on the pay- 
ment of 156 weekly contributions between entry into insurance and 
attainment of the pensionable age, with a yearly average of at least 50 
weekly contributions paid or credited. A married woman receives a 
pension in virtue of her husband’s insurance only if he qualifies for a 
pension. Entitlement to widow’s benefits is conditional on the same 
qualifying period of insurance as is required for retirement benefits. The 
rates of pensions, but not the additions for children, are reduced if the 
insured person’s contribution record is deficient ; no pension is payable 
unless there is a yearly average of 13 contributions. 

Although the national insurance scheme as a whole did not begin 
until 1948, in October 1946 the contributory old-age pensions which were 
being paid under the Contributory Pensions Act, 1925, as amended, 
were increased for persons who had retired from gainful employment or 
were aged over 70 years (65 for women). 

The rates of contribution in respect of the national insurance scheme 
were based on the “ actuarial contribution ”, defined in the Government 
Actuary’s report on the 1946 Bill ? as “ the evaluation of future benefits 
to the individual in terms of the weekly contribution which an entrant 
at the initial age would have to pay throughout his contributing lifetime 
in order to provide on average for the cost of the benefits to which he 
and his dependants will become entitled ”. The initial age was 16 years. 
The major portion of this contribution was to be paid by the insured 
persons and their employers. 

One of the features of the scheme was that there would be an over-all 
contribution for all benefits. The rates of the weekly contributions 
payable by the insured persons and their employers in respect of insur- 
ance benefits (excluding industrial injury benefits and national health 
services) during the first ten years of operation of the scheme were as 
shown in table III. 

The contributions of employed persons (and their employers) were 
to cover two-thirds of the cost of unemployment benefit and five-sixths 
of the other benefits (except the death grant) in the case of persons 
entering insurance at the age of 16. Self-employed and non-employed 
persons who enter at 16 were to pay about five-sixths of their respective 
benefits. In order to finance the remainder of the cost of benefits in the 
case of persons entering insurance at the age of 16, the Act provided that 
the Exchequer should pay supplements in respect of each contribution 
paid by insured persons and their employers (table IV). 

The national insurance scheme made no arrangements by means of 
special deficiency payments or by the accumulation of some part of the 
current contributions to liquidate the additional liabilities in respect of 
late entrants (over the age of 16) and of rises in benefit rates for benefici- 
aries and contributors existing at the time of the change. These liabilities 
emerge in the form of an excess of expenditure over income from the 
insured persons and their employers, from the state supplements and 
from interest ; such deficits are inherent in the scheme and it was assumed 
that they would be met as they arose by grants from the Exchequer. 
For this purpose the Act of 1946 provided for an Exchequer grant, 
additional to the Exchequer supplements. 

1 The Times (London), 18 Nov. 1959, p. 12, 

* Cmd. 6730. 
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TABLE III. RATES OF WEEKLY CONTRIBUTIONS PAYABLE BY INSURED 
PERSONS AND THEIR EMPLOYERS UNDER THE NATIONAL INSURANCE ACT 
(1946), AS PERIODICALLY AMENDED, 1948 To 1958 3 





| 
Employed omens Self-employed Non-employed 


persons persons 





Employee | Employer 


| 
s. 4 s. d. 








Men over 18? : 
From— 
5 July 1948 
1 October 1951 
6 October 1952 
6 June 1955 . . 
2 September 1957 
3 February 1958 





Women over 182: 
From— 

5 July 1948 2 

1 October 1951 .... / 3 

6 October 1952 ... .| 3 

dite tad 4 

4 

5 





6 June 1955 .. 
2 September 1957 


le am 
3 February 1958 . . | 








eres Uris: ia ae 


? Excluding amounts collected on behalf of the national health service. * Lower rates were payable 
in respect of boys and girls under the age of 18. 





TABLE IV. SUPPLEMENTS PAYABLE BY THE EXCHEQUER UNDER THE 
NATIONAL INSURANCE ACT (1946) IN 1948 AND 1958 


Amount of the Exchequer supplement 





For WEE. a contribution 
employer's | self-employed as non- 
employed | 
person | 


Description of person by or in For 
respect of whom contribution is paid | contribution 
as employed 


| | For 
| 


| contribution 
| person 


s. d. s. d. s. d. 


In 1948: 


Men over 18! . 


Women over 18 ! 





In 1958: 
Men over 18! . 


Women over 18 ! 


* Lower supplements were payable in respect of insured boys and girls under the age of 18. 


The 1946 Act set up the National Insurance Fund and the National 
Insurance (Reserve) Fund. The income received from the contributions 
paid by the insured persons and their employers and from the Exchequer, 
together with the interest on the invested balances in both funds, is paid 
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into the National Insurance Fund and out of this fund the cost of 
benefits and administration is met. The Reserve Fund serves as a source 
of additional income for the scheme from the interest on its invested 
assets, which is automatically credited to the National Insurance Fund. 
The Act allows the transfer of any surplus assets of the National In- 
surance Fund to the National Insurance (Reserve) Fund, but the pay- 
ment of any capital sum from the latter would require the authority 
of a resolution of the House of Commons. When the national insurance 
scheme came into effect in July 1948, the existing assets of the previous 
schemes of unemployment insurance, national health insurance and con- 
tributory pensions, which amounted to nearly £900 million, were turned 
over to the new scheme ; £800 million were retained as a standing reserve 
and {100 million were used as a starting balance for the National Insur- 
ance Fund. For the first few years of the scheme the amounts of the 
Exchequer grants were fixed with the object of maintaining this balance 
at about the same level. 

The National Insurance Act, 1946, requires the Government Actuary 
to make five-yearly reviews on the operation of the scheme including 
“a report to the Treasury on the financial conditions of the National 
Insurance Fund and the adequacy or otherwise of the contributions 
payable under this Act to support the benefits payable thereunder ”. 
The first such report was made in March 1954.1 A number of legislative 
changes had been made during the period under review so that it was 
difficult to compare the estimates made for the 1946 Bill with actual 
experience. 

During the period from 5 July 1948, when the National Insurance 
Act, 1946, came into effect, to 31 March 1954 the total income of the 
scheme was about £3,000 million, of which some £2,192 million were con- 
tributed by insured persons and their employers, and some £1,600 mil- 
lion were spent on pensions. The actual outgo for pensions from 5 July 
1948 to 31 March 1954 were as follows (estimates made for the 1946 Bill 
being shown in parentheses) : widows’ benefits and guardians’ allowances, 
£144 million (£149 million) ; retirement pensions {1,598 million (£1,414 
million). Of the excess of actual expenditure on retirement pensions over 
the estimate, £145 million were due to changes in the scheme made by 
later legislation. 

In the period under review the administration of the whole scheme 
cost nearly £150 million and a little over £500 million went to increase 
the balance in the National Insurance Fund and the National Insurance 
(Reserve) Fund. It had been expected that the balance in these funds 
would remain more or less constant ; the increase was largely due to very 
light unemployment and a correspondingly low expenditure on unem- 
ployment benefit and an increase in contribution income. In the estim- 
ates for the 1946 Bill it had been assumed on government instructions 
that the average rate of unemployment would be 84 per cent. ; over the 
period 1948 to 1954 the rate was about 1% per cent. In view of the 
favourable experience of the scheme, provision was made in 1951 to 
reduce the Exchequer payment to about half the previous figure ; the 
Exchequer supplements were decreased to amounts equal to about 
one-sixth of the combined contributions of the insured persons and em- 
ployers and the annual Exchequer grants were discontinued. It was of 
course recognised that the Exchequer grants would be necessary in 


1 Report by the Government Actuary on the First Quinquennial Review (London, H.M. 
Stationery Office, 30 Nov. 1954). 
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future years when, as the scheme matured, a deficit in respect of pensions 
would emerge. 

At 31 December 1949 it was estimated that contributions were paid 
in respect of 23.2 million persons, comprising about 15.8 million men and 
2.8 million married women and 4.6 million other women. Of these nearly 
21.3 million were working for employers.1_ The estimated number of 
persons in respect of whom contributions were payable in 1957 was 
24.21 million comprising 16.39 million men, 3.7 million married women 
and 4.12 million single women ; the total number of these working for an 
employer was about 22.25 million.* 

In 1954 it was estimated that in the next 25 years the insured popula- 
tion would remain roughly constant at 23.5 million to 24 million con- 
tributors.* The estimated population figures at 31 March 1954, 1964 and 
1979 were as shown in table V. 


TABLE V. ESTIMATED POPULATION DISTRIBUTION BY AGE AND SEX, 1954, 
1964 AND 1979 


(In millions ) 





1954 | 1964 | 1979 





Ages last birthday 


Males | Females | Total Males | Females | Total | Males | Females | Total 


| | 
a ee eer ; 5.70 | 5.46/ 11.16] 5.50 23| 10.73 | 5.40} 5.11] 10.51 | 





15-64 (men), 
15-59 (women) .| 16.09 31.58 | 16.81 | 15.56 | 32.37 | 16.88 | 15.34 | 32.22 


| 





65 and over (men), 
60 and over | 
(women)... «| 2.23| 4.66) 6.89| 2.43 R 7.76} 3.33} 6.17} 9.50 | 


Allages .. . | 24.02 | 25.61 49.63 | 24.74 | 26.12 | 50.86 | 25.61 | 26.62 | 52.23 
=" is 



































In the 25-year period (1954-79) the number of retirement pensioners 
was expected to rise from 4.3 million to 7.5 million, and the number 
of widow pensioners under the age of 60 to be 500,000 and to tend 
to decline towards the end of the period. In 1954 deficiencies in income 
over expenditure in the national insurance were foreseen from 
1956-57 onwards. The Government Actuary pointed out that such 
deficiencies were not unexpected ; they would arise from the grant of full 
insurance rights when the scheme was introduced and whenever benefit 
or pension rates were increased, although adequate past contributions 
could not have been paid. In 1954 he estimated that if the benefit and 
contribution rates remained unaltered and if the Exchequer grants were 
resumed to meet the emerging annual deficits where they occurred, the 
liabilities of the Exchequer as regards the national insurance scheme 


1 First Interim Report by the Government Actuary for the Period 5 July 1948 to 31 March 
1950 (London, H.M. Stationery Office, 2 Feb. 1957), p. 7. 


2 Eighth Interim Report by the Government Actuary for the Year Ended 31 March 1958 
(London, H.M, Stationery Office, 2 June 1959), p. 4. 


* For 2.25 million persons contributions would be payable only by employers ; the 
employer pays contributions in respect of each emp«.yee even if the employee is not 
required to pay a contribution owing to age or if, being a married woman, she is not required 
to insure. 
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would rise from {70 million (for the supplement to contributions in 
1954-55) to £259 million in 1964-65 and to £434 million in 1979-80 (for 
the supplement to contributions plus the grant to meet the excess of 
expenditure over income). 

The annual income ! of the national insurance scheme rose gradually 
from £522 million for 1949-50 to £553 million in 1953-54 and {£723 million 
for 1957-58 ; for the same years the total annual outgo was approximately 
£387 million, £514 million and £720.5 million respectively. The total 
balance in the two insurance funds was {892 million at the outset of the 
scheme and had risen to £1,521 million by 31 March 1958. The total 
outgo on pensions (guardians’ allowances, widows’ pensions and retire- 
ment pensions) rose from {271 million in 1949-50 to £380 million in 
1954-55 and to £526 million in 1957-58. 

The actual expenditure on pensions under the national insurance 
scheme and the expenditure estimated in 1954 on the basis of assumptions 
adapted in the light of new data and experience, and the actual and 
estimated total expenditure of the National Insurance Fund from 1954 
to 1958 are shown in table VI. 


TABLE VI. ACTUAL AND ESTIMATED EXPENDITURE ON PENSIONS AND 
ACTUAL AND ESTIMATED TOTAL EXPENDITURE OF THE NATIONAL 
INSURANCE FUND, 1954-58 


(In millions of £) 





Widows’ benefits Total expenditure 
Retirement pensions and guardians’ of National 
Financial year allowances Insurance Fund 





Actual Estimated Actual | Estimated Actual | Estimated 





1954-55 .. 348.1 351 32.3 32 526.7 535 
1955-56 .. 432.5 361 36.1 34 634.5 550 
1956-57 . . 447.9 372 38.5 35 658.1 570 
1957-58 .. 482.1 383 44.1 36 720.5 599 





























It will be recalled that in this period the benefit rates were raised on two 
occasions. 

In 1954 the Government Actuary examined the adequacy of the 
actuarial contributions (including payments from employers and supple- 
ments from the Exchequer) to meet the average cost of the current 
benefits under the national insurance scheme in the case of a person 
entering insurance at the initial age. The actuarial contribution was 
calculated in the light of the experience of the scheme since its 
inception ; the interest rate used was 3 per cent. and it was assumed that 
the long-term average rate of unemployment would be 4 per cent. It 
was found that the rates of contribution were greater than the amounts 
calculated to be necessary for initial age entrants to the employed class 
and less for initial age entrants to the self-employed and non-employed 
class ; for the whole population the surplus was 7d. a week (excluding 


1 Shown after deduction of losses or addition of profit on realisation, etc., of invest- 
ments. 
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the 4d. increase towards the emerging cost of pensions which took 
effect on 1 October 1951). 

The number of retirement pensions and old-age pensions in payment 
rose gradually from 4,162,000 at 31 March 1950 to 5,331,000 at 31 Decem- 
ber 1958. Table VII gives the distribution of pensions at 31 December 
1957 by type of pension, age and sex. 


TABLE VII. DISTRIBUTION OF RETIREMENT PENSIONS BY TYPE OF PENSION, 
AGE AND SEX, 31 DECEMBER 1957 
(In thousands) 


Men 70 and over, 
’ 

















Be aap rgd women 65 | Total 
| and over | 
| ls Id Bes bP wi) 28 ae et 
ee Ss es eee a 426 1,087 1,513 
| | 
Women on own insurance 309 | 832 1,141 
Wives on husbands’ insurance) 136 654 790 
Widows on husbands’ insurance | 209 | 1,102 | 1,311 
| “ig ltihengn pew 
| | 3,675 | 4,755 
Visca aes (2 dele: CRS aes es 


Totals . 1,080 
The number of widows’ benefits in payment (excluding widows’ 

allowances paid for the first 13 weeks of widowhood) rose gradually from 

some 437,000 at the end of 1951 to some 488,000 at the end of 1958. 


The National Assista Act, 1948 


An Act providing for an extensiv: ganisation and consolidation 
of assistance and welfare services in En.aad, Wales and Scotland, came 
into operation on 5 July 1948. Monetary assistance is provided to 
persons lacking adequate resources under a scheme of national assistance 
administered by the central Government through the National Assistance 
Board. Alongside this scheme there is a network of social and welfare 
services. The amount of assistance to be paid is settled by the local 
offices of the Board by reference to statutory regulations ; an appeal 


TABLE VIII. ORDINARY SCALE OF RATES UNDER THE NATIONAL ASSISTANCE 
ACT (1948), AS AMENDED PERIODICALLY, 1948 To 19591! 





Principal 








regulations Amending regulations effective from — 
effective or _ Se ae — ] 
| — 12.6.50 3.9.51 | 16.6.52 | 7.2.55 | 23.1.56 7.1.58 | 7.9.59 
: d. s. d. es 4 s. d. s. d. s. d. ea & s. d. 
For husband and 
Jr 0; 43 6/500); 59 0} 63 0} 67 0} 76 0/85 0 
| Forasingle house- 
holder... .| 24 0 | 26 0 | 30 0 35 0} 37 6; 40 0} 45 0! 50 0 
Other adults aged 


21 orover . .} 20 0| 22 0/26 0/31 0 | 33 6| 36 0| 41 0/46 0 











* Rent is allowed for separately. See text. 
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from the decision of the local officer lies to the Local Appeal Tribunal. 
There are scaled rates for requirements other than rent, which is dealt 
with separately. As at 5 July 1948 the ordinary scale for a married 
couple was 40s. a week, and for a single householder 24s. ; to the appro- 
priate amount is added the net rent payable, or such part of it as is 
reasonable, having regard to the general level of rents in the locality. 
Like other social security benefits, social assistance rates have risen with 
the increasing cost of living, as is shown in table VIII . 

Assistance rates for children vary with the age of the child. There 
is a special scale of rates. for blind and certain tuberculous persons. 

At the beginning of November 1958 the average rent paid by local 
authority tenants was 20s. 7d. a week. 

The number of retirement pensioners (in thousands) receiving 
weekly allowances under the national assistance scheme on a date in 
December 1949 and subsequent years was as follows !: 


tm AEE eae 558 POON Swit be 1,001 
Se Say Mate to ae Soe Ak tiee aC te 888 
St cp ac FEO a i eee Seal 927 
$952 FS. OGY 856 Seee GS OT 978 
9055) .ia Jetwrt. 4 938 006 <.{. siccnwm 894 


Thus it is necessary to supplement retirement pensions in some 15 to 
20 per cent. of cases. 


Supplementary Provisions for Retirement 


The flat-rate retirement benefits of the national insurance scheme 
were intended to guarantee a minimum of subsistence, which would, 
wherever possible, be supplemented by private savings. Among the 
arrangements made by gainfully occupied persons to finance their retire- 
ment and to provide for their dependent survivors two will be examined 
here, namely membership in an occupational superannuation or 
pension scheme and individual insurance. 


Occupational Pension Schemes. 


It is estimated that some 8.75 million persons (7 million men and 
1.75 million women) are covered by occupational pension schemes ; the 
total membership (excluding pensioners) is more than one-third of the 
total working population. Nearly half the men and one-quarter of the 
women employed in Great Britain have some provision for pensions 
under an occupational scheme, in addition to their insurance under the 
National Insurance Act. 

A large number of persons, estimated at 3.75 million, are covered in 
the superannuation schemes for the staff of the public service and 
nationalised industries. It would seem that about four-fifths of the 
members of these schemes are required to pay contributions at the rate 
of from 5 to 6% per cent. of their salaries. In 1956 the total amounts 
paid by employees and employers to pension schemes for the staff of 
the public service and nationalised industries were approximately 
£56 million and £165 million (excluding payment of about {25 million 
under the Pensions Increase Acts) respectively. In the same year there 
were some 800,000 pensioners under these superannuation schemes. 


1 Ministry of Pensions and National Insurance : Report of the National Assistance Board 
for the Year Ended 31 December 1958 (London, H.M. Stationery Office, Cmnd. 781, June 
1959), p. 42. 
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The growth of private pension schemes has been encouraged by the 
State through tax legislation. Tax relief is accorded on the contributions 
of employers and employees to schemes which meet specified standards 
designed to ensure that they provide sound financial protection for 
retirement and that they are properly administered. 

In industry both employers and employees consider pension schemes 
a desirable feature of employment conditions. For employees such 
schemes guarantee an improved standard of living in old age, a standard 
of living related to that which the pensioner had known during his 
working life. For employers pension schemes provide an opportunity to 
arrange in advance to meet obligations to retiring employees who have 
given long service and to apply a rational system of retirement. Em- 
ployers who maintain pension schemes are at an advantage in attracting 
and retaining good employees, but the existence of schemes under which 
a member’s pension rights are lost or diminished if he leaves the employ- 
ment to which the scheme is related tends to restrict the mobility of 
labour. From the point of view of the national economy pension schemes 
form a major part of national savings for investment. 

Private pension schemes have grown rapidly in the last two decades. 
In 1936 approximately 1.5 million employees, most of them salaried 
workers in industry and commerce, were covered by such schemes. Since 
then there has been a considerable movement towards private pension 
schemes for manual workers. There are estimated to be from 35,000 to 
40,000 private occupational pension schemes with some 5 million mem- 
bers ; about 75 per cent. of these belong to schemes with fewer than 
50 members. It is estimated that 53 per cent. of the members belong to 
schemes which are insured ; one-quarter of the employees included in 
the schemes of the larger firms and two-thirds of those of other schemes 
are covered by insurance. 

A survey recently conducted by the Government Actuary showed 
that 10.2 million persons were employed in firms having occupational 
pension schemes in March 1956 and that 42 per cent. of these employees 
were members of a pension scheme including 49 per cent. of the men 
employed and 27 per cent. of the women. Some 59 per cent. of the 
salaried employees and some 34 per cent. of the wage earners of the 
firms concerned were included in a pension scheme. 

It would appear that somewhat less than half of the persons covered 
in non-insured private pension schemes pay contributions and that at 
least one-third of the members of the insured schemes are not required to 
contribute. The members’ contributions are usually 5 per cent. or less of 
their remuneration ; the employers meet the balance of the cost of the 
scheme and bear the cost of any back-service credits for periods of 
employment prior to the commencement of the schemes. The total 
contributions of employees to private pension schemes were estimated at 
£72 million and the payments by employers at £174 million in 1956. The 
considerable excess of the employers’ payments over those of employees 
was probably due to the payments in respect of back-service rights. It is 
estimated that in 1956 some 300,000 persons were drawing pensions under 
private occupational pension schemes amounting annually to £50 mil- 
lion, £40 million being for pensioners in non-insured schemes. 

The terms and structure of the private schemes vary widely. Pen- 
sions are usually related to previous wages. The most prevalent age of 
retirement has been found to be 60 for women and 65 for men. It 
appears from a sample survey that for 55 per cent. of the members 
of private pension schemes the employer discourages or does not 
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allow deferment of retirement and that for 29 per cent. he encourages 
it. Where retirement is deferred beyond the normal pensionable age 
the pension is generally increased. When a member of or pensioner under 
one of the schemes for the public service or nationalised industries dies, a 
pension is usually payable to his widow. Most of the other occupational 
schemes provide only a lump sum for the widow or other heir of a de- 
ceased member or pensioner. 

The transfer of pension rights within the schemes for the public 
service and nationalised industries is almost always allowed, with the 
employer’s permission. There are provisions in some private non- 
insured pension schemes for the transfer of the rights of a member who 
withdraws from the scheme on leaving the employment with which it is 
related ; frequently transfer is at the discretion of the employer. Under 
insured schemes all withdrawing members are entitled to the return of 
their own contributions and, in specified circumstances, they may be 
entitled to the return of at least part of their employers’ contributions on 
their behalf. In some of these schemes withdrawing members may opt 
for a deferred annuity instead of the immediate payment of a lump sum.! 


Purchase of Annuities. 


Despite the rapid growth of occupational pension schemes, many 
employees remained outside their scope and together with the self- 
employed were left to make individual arrangements to supplement the 
retirement pensions to which they would be entitled under the national 
insurance scheme. Before 1956 they were at a distinct disadvantage in 
this respect, since they could save only out of net income after paying 
taxes, whereas contributions to recognised pension schemes were payable 
out of gross income. Private savings were taxed as they accumulated 
whereas the contributions of an employee and his employer to a recog- 
nised pension scheme accumulated free of tax. Furthermore, the pen- 
sions payable from a recognised pension scheme were taxed as earned 
income whereas payments from a privately purchased annuity attracted 
no such tax relief. The Committee on the Taxation Treatment of 
Provisions for Retirement, which reported in 1954, recommended 
amendments in the tax laws to give relief in respect of retirement 
arrangements for persons not having access to occupational pension 
schemes, such as self-employed persons. The Finance Act, 1956, pro- 
vided such relief in respect of the future contributions under an annuity 
contract with an insurance company or under a trust scheme meeting 
prescribed standards. 


The Introduction of Graduated Retirement Benefits 


During the past ten years the Government, concerned with the 
prospect of substantial annual increases in the cost of pensions—in- 
creases largely due to the rapidly growing numbers of persons eligible for 
pensions—undertook a study of the wider problems of provisions for old 
age, and the public showed considerable interest in this important 
question of national policy. 


1 Occupational Pension Schemes: A Survey by the Government Actuary (London, 
H.M. Stationery Office, 1958). 

2 Report of the Committee on the Taxation Treatment of Provisions for Retirement 
(London, H.M. Stationery Office, Cmd. 9063, 1954). 
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A National Advisory Committee examined the social, economic and 
medical aspects of the employment of older persons * in 1952-53. The 
proportion of persons of pensionable age (men 65 and over, women 60 
and over) to the total population, which had been 1 to 15 in 1911, had 
at this period reached 2 to 15 and it is expected that by 1979 it will be 
almost 3 to 15. The Committee felt that, in the light of the changing age 
structure and the increasing average length of life of the population and 
the manpower needs of the country, greater employment of older persons 
should be encouraged. It pointed out that the growing increase in the 
proportion of old persons in the population would mean an increase in the 
amount of current production required for their maintenance and that 
the cost of their retirement should be reckoned not only in terms of the 
cost of their support, from whatever source it came, but also in terms of 
the loss of their contribution to the community’s production and services. 

The data on the age distribution by type of industry available to the 
Committee seemed to indicate that the degree to which older workers 
were employed depended not so much on the suitability of the work as 
on a number of other factors influencing engagement and retirement 
practices. 

The Committee also considered the employment aspects of pension 
schemes. These could afford older persons an inducement to continue in 
employment after attainment of the minimum pensionable age by 
providing an opportunity, during the period of subsequent employment, 
to increase the amount of their future pensions. Arrangements for 
earning pension increments where retirement had been postponed did 
not normally affect the eligibility of expenditure on pensions for taxation 
relief. The higher cost of bringing older entrants into employers’ pension 
schemes tended to prejudice the position of older workers in the labour 
market and to affect the mobility of labour. Furthermore, if an employee 
forfeited part of his prospective pension by changing his employment he 
would hesitate to move, even if to do so was in his interests and in the 
interests of his work. The Committee recommended that both the 
national and occupational pension schemes should take account of social 
and economic trends and, where possible, should avoid provisions which 
impede the employment of older persons. 

In July 1953 a Committee was set up “ to review the economic and 
financial problems involved in providing for old age, having regard to 
the prospective increase in the number of the aged and to make recom- 
mendations ”.? This Committee, usually referred to as the Phillips 
Committee, found that although the number of old people in the popula- 
tion was increasing and would continue to increase for some years (both 
absolutely and relatively to the size of the working population), taking 
old and young together the change in the age composition to be expected 
was not particularly large. Nevertheless the economic and financial 
problems of providing for the elderly were to be regarded with concern. 
Resources had to be accumulated or freed to make provision for the old 
and purchasing power transferred to them to give them appropriate 
command over these resources. 

The Phillips Committee pointed out that the annual outlay in 
pensions, including occupational pensions, was about £500 million and 


1 Ministry of Labour and National Service : National Advisory Committee on the Em- 
ployment of Older Men and Women. First Report (London, H.M. Stationery Office, Cmd. 8963, 
Oct. 1953). 

2 Report of the Committee on the Economic and Financial Problems of the Provision for 
Old Age (London, H.M. Stationery Office, Cmd. 9333, Dec. 1954). 
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that state assistance to the elderly cost another £50 million ; the total 
represented nearly 4 per cent. of the national income. With the increase 
of the number of persons of pensionable age and the maturing of rights 
to retirement pensions under the National Insurance Act the cost of 
national retirement pensions at existing rates was some £334 million 
in 1953-54 and it was estimated that it would double by 1979-80. The 
Committee felt that it would not be practicable for the State to set up a 
fund to cover the future liabilities of the national insurance scheme, since 
the amount required would be very large and, in view of the general 
system of control of national finance, it might be injurious to the economy 
to mortgage so large a part of the national resources for a particular 
object. It agreed that the insurance system should be retained, noting 
that it provided an important measure of social discipline because 
everyone was aware that the higher rates of benefit were accompanied 
by higher rates of contribution. Since the rate of contribution under the 
scheme was assessed at the amount appropriate to an entrant at the age 
of 16, the contributions of a person considerably older than 16 when he 
entered the scheme would be quite insufficient to purchase his pension 
on ordinary commercial terms. The Committee recommended keeping 
the present contribution arrangement in relation to pensions payable at 
the existing rate, but, in the event of an increase in the pension, adding 
to the contribution a sum sufficient on the average for the whole body of 
contributors to meet the part of the increase not covered by the increase 
in the contribution calculated for 16 year-old entrants. It pointed out 
that, if these proposals were accepted, the cost of the future deficits 
arising from benefits at their present rates would still fall on the Ex- 
chequer, but the amounts added to the pensions to be awarded would be 
completely covered by the contributions, of which the Exchequer would 
bear one-seventh ; the cost of the increases for persons already on pension 
would fall on the Exchequer. 

In the light of medical evidence and of the numbers of men and 
women working well beyond the ages of 65 and 60 respectively the 
Phillips Committee recommended a gradual increase in the minimum 
pensionable age under the national insurance scheme from 65 to 68 for 
men and from 60 to 63 for women. It favoured the retention of the 
retirement condition and earnings rule for entitlement to pension and 
considered that changes in pension rates should be made only at infre- 
quent intervals after careful study. 

The Phillips Committee found the development of superannuation 
schemes, which promote saving and provide an important source of 
investment capital, desirable on grounds of social policy. It recorded its 
approval of the growing tendency for such schemes to provide for the 
preservations of rights on a change of employment. 

In May 1957 the National Executive Committee of the Labour Party 
in Great Britain released a plan ! for security in old age. On the ground 
that the flat-rate contribution bore most heavily on the poorer insured 
persons and restricted the amount of the pension to what they could 
afford to pay, it was considered desirable to move gradually from the 
existing scheme to a scheme based on wage-proportionate contributions, 
providing wage-proportionate benefits. While the sponsors of the Labour 
Party plan supported the insurance principle, they maintained that the 
existing system was being undermined by the practice of including 
elderly workers despite the insufficiency of their contribution to meet the 


1 National Superannuation—Labour’s Policy for Security in Old Age (London, 1957). 
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cost of their benefits, and by inflation. Inflation made it impossible to 
achieve an adequate subsistence pension. Many pensioners had to have 
recourse to national assistance whereas others were protected by sup- 
plementary occupational pension schemes. 

The scheme proposed by the National Committee of the Labour 
Party was to provide everyone with a flat-rate pension as well as graded 
pensions to everyone except (a) members of approved occupational 
schemes and (b) self-employed persons who had made adequate and 
irrevocable provision for old age. Occupational schemes were to be 
approved if they met specified standards and permitted the transfer 
of rights. The graded pension was to be based on earnings subject 
to a ceiling linked to the average wages. In computing the pension 
the contributions reckoned were to be adjusted to the level of average 
national earnings in the year when the pension was assessed ; the 
purchasing power of pensions in payment was to be maintained by 
automatic adjustments. Pensions were to be payable on attainment of 
the minimum pensionable age irrespective of retirement, but pe7sons 
who deferred their pensions could earn increased benefits. The proposed 
scheme was to be financed by an employee contribution of 3 per cent. of 
earnings and an employer contribution of 5 per cent., replacing the 
portion of the present flat-rate contributions set aside for retirement ; the 
self-employed were to pay 8 per cent. of earnings. The Exchequer would 
be required to pay as its contribution 2 per cent. of the total earnings 
of the community. 

The proposed national superannuation, its sponsors maintained, 
provided a system of “ national savings ”, which would help the country 
to carry through the large-scale capital investment so essential if it was 
to continue to expand its exports and improve the living standards of its 
population. The plan envisaged the establishment of a national pensions 
fund to which contributions by insured persons and their employers and 
an Exchequer subsidy would be paid. This fund would be available for 
profitable investment by government appointed trustees and thus could 
be used to help the national capital investment programme. 

The national superannuation scheme of the Labour Party was 
criticised on the grounds that the high contributions it would impose on 
employers and the suggested automatic adjustment of pensions to 
changes in purchasing power would have inflationary tendencies and 
that it would be extremely costly and place a heavy burden on the low- 
paid worker not only in the form of direct contributions but also of 
taxes and increased prices. 

On 14 October 1958 the Government presented in a White Paper? a 
plan for the future development of the national insurance scheme so as 
best to make provision for old age. The plan put forward had the follow- 
ing three objectives : 


(1) to place the national insurance scheme on a sound financial 
basis ; 

(2) to institute provision for employed persons who cannot be 
covered by an appropriate occupational scheme to obtain some measure 
of pension related to earnings ; and 

(3) to preserve and encourage the best development of occupational 
schemes. 


1 Ministry of Pensions and National Insurance: Provision for Old Age. The Future 
Development of the National Insurance Scheme (London, H.M. Stationery Office, Cmnd. 538, 
1958). 
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The White Paper pointed out that aithough the increases in the 
weekly rate of pensions under the national insurance scheme had been 
accompanied by an increase in contributions, the pensions in payment 
had on each occasion been increased despite the fact that the pensioners 
had paid no extra contributions, and in addition the contributors had 
received an improvement in their prospective rights for which they would 
not pay in full ; for example for a pension of 80s. a week put in payment 
in 1958 contributions could have been paid for only about 6s. a week at 
most. As a result of these financial arrangements, coupled with the 
growing proportion of old people in the population, the scheme was 
confronted with a large uncovered liability. In 1958 it would have a 
deficit of £14 million (additional to the regular Exchequer contribution) 
and it was estimated, on the assumption that the average rate of un- 
employment would be 3 per cent., that in 20 years’ time the deficit would 
exceed {400 million a year. 

One-third of the persons employed in industry were covered by 
supplementary occupational pension schemes, providing benefits 
adapted to individual needs, to supplement the flat-rate national in- 
surance pensions. The funds of these schemes formed a major part of 
national savings for investment and the schemes constituted an integral 
part of the national economy and of provision for old age, which should 
be recognised in the state scheme. But it was in the national interest, the 
Government maintained, that occupational pension schemes should not 
prevent “the degree of mobility of labour and equitable treatment on 
change of work which is needed in a healthy and expanding economy ”. 

The Government supported the view already put forward that “ the 
developing needs of the old in a community enjoying a rising standard of 
life cannot be adequately met by contributions which have to be fixed at 
a level that all can afford to pay ”. 

This principle represented a complete reversal of the concept on which 
Great Britain had based its social insurance policy for more than 30 
years, i.e. the concept that the State should guarantee an equal subsist- 
ence income to insured persons in times of adversity as a right, without 
a means test, treating rich and poor alike, and leaving the individual free 
to make other arrangements to provide for a supplementary income when 
he was deprived of his earnings. The Government argued that a large 
number of persons were covered by occupational pension schemes but 
that it seemed that many others would not have access to such schemes 
for some time to come. It would be desirable to introduce a national 
system of graduated pensions and employer-employee contributions 
related in some degree to earnings, which would help to meet the social 
problem of the developing needs of the old. And furthermore the in- 
creased revenue from the graduated contributions would serve to 
eliminate the large emerging deficit with which the present scheme was 
faced. 

In elaborating its plan the Government aimed to make “ reasonable ’ 
provision for old age through the state scheme and therefore the gradu- 
ated contribution on which the graduated benefit rates were based would 
apply only to a certain range or band of earnings. For practical reasons, 
since there would be no employers’ contribution for the self-employed, 
this category of the gainfully occupied was excluded from the new provi- 
sions for graduated pensions. It was pointed out that self-employed 
persons had improved opportunities under the Finance Act 1956 to 
make personal arrangements to supplement the flat-rate retirement 
pensions which they would receive. The exclusion of self-employed 
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persons aroused a certain amount of criticism as a departure from the 
principle of universality, which had been accepted in 1946. 

In order to encourage the development of occupational pension 
schemes the Government recommended that contracting out of the ad- 
ditional contribution for graduated pensions under the state scheme 
should be permitted, subject to prescribed conditions. 

The White Paper on provision for old age was debated in both Houses 
of Parliament at the end of 1958. In January 1959 the Government 
published the Social Insurance Bill, 1959, which was based on the prin- 
ciples set forth in the White Paper, with a number of modifications made 
in the light of views expressed in the discussion. The Bill was accom- 
panied by a report by the Government Actuary on its financial 
provisions.! It was passed by both Houses and received the Royal Assent 
on 9 July 1959. 


The National Insurance Act, 1959. 


The National Insurance Act, 1959, alters the contributions to which 
employed persons who have not been contracted out of the new graduated 
pension scheme (see below) and their employers are liable under the 
National Insurance Act, 1946, as from April 1961. The contributions 
for contracted-out employees, self-employed persons, non-employed 
persons and juveniles are to remain unchanged at the outset of the new 
scheme. Table IX indicates the present and new flat-rate weekly 
contributions (excluding those for industrial injuries and the national 
health service) for employed adults who are not contracted out. 


TABLE IX. WEEKLY FLAT-RATE CONTRIBUTIONS PAYABLE IN RESPECT 
OF EMPLOYED ADULTS UNDER THE PRESENT AND THE NEW SCHEMES 





Present scheme New scheme 





Employee | Employer | Total Employee | Employer | Total 
s. d. s. d. s. d. e <4 s. d. s 4, 





Mem .6).+.4 0 9,0 «0h Opt 20%... 545 99615 954.513. 7 


/ 


Women ..... -|62%159%|12 0154%154%|10 9 

















The Act of 1959 also provides that all employed adults (over the 
age of 18) whose earnings are more than {9 a week and who have not 
been contracted out of the scheme as being in non-participating employ- 
ment shall, in addition to the flat-rate contributions, pay graduated 
contributions. Married women who choose not to pay their own share 
of the flat-rate contributions, will, unless they are contracted out, 
be required to pay their share of the graduated contribution on their 
earnings. The graduated contributions amount to 4% per cent. of 
earnings between {9 and {15 a week paid by insured persons and the 
same amount paid by their employers. Thus the maximum weekly 
contribution (employer and employee) payable for national insurance 
will be 21s. 9d. (women, 20s. 11d.) as against 14s. 5d. (women, 12s.) under 
the present scheme ; the contributions for industrial injuries and the 
national health service are additional. 


1 Ministry of Pensions and National Insurance : National Insurance Bill, 1959. Report 
by the Government Actuary on the Financial Provisions of the Bill (London, H.M. Stationery 
Office, Cmnd. 629, 1959). 
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In April 1965 and at three five-yearly intervals thereafter the 
graduated contributions for insured persons and their employers will 
each be increased by 4 per cent. of the relevant amount of remunera- 
tion (the band between £9 and £15) and employer and employee flat-rate 
contributions for employees who are not contracted out will be increased 
by 5d. a week; the flat-rate contributions (employer and employee) 
for persons who have been contracted out and those for self-employed 
and non-employed persons will be increased by 9d. There is a provision 
empowering the Minister, with the consent of the Treasury, to prescribe 
smaller increases than those specified. 

From the coming into force of the new contribution rates in 1961 the 
Exchequer supplements will be as follows : (1) one-quarter of the national 
insurance portion of the contributions of employed persons and their 
employers ; (2) one-third of the contributions of self-employed and 
non-employed persons, the whole subject to a minimum of {170 million 
per year. 

The National Insurance Act, 1959, provides for a graduated retire- 
ment benefit (in addition to the flat-rate retirement pension) based on 
the graduated contributions paid by the insured person (an equal 
amount of contributions will have been paid in all cases by the employer). 
The graduated retirement benefit amounts to 6d. a week per unit of 
(employee) contributions ; at the outset of the scheme a unit of contribu- 
tions is {7 10s. for men and {9 for women. As increased rates of gradu- 
ated contributions are applied in 1965, 1970, 1975 and 1980, units of 
contribution will be fixed so as to maintain the previous relation between 
the percentage used in calculating the contributions and the amount of 
the unit. Thus the increases in the graduated contributions, which are 
intended to meet the deficit on the flat-rate pensions as they emerge, will 
not operate to secure higher graduated pensions. 

Where the pension is deferred beyond the minimum pensionable age, 
graduated contributions paid after attainment of that age earn pension 
units. Furthermore, the amount of the pension is increased in respect of 
the graduated retirement benefit foregone during the deferment, one- 
half of the aggregate of such benefit being deemed to constitute additional 
employee graduated contributions (corresponding to a joint employee 
and employer contribution equal to the full amount of the benefit fore- 
gone) for the computation of the contribution units on which the amount 
of the graduated pension is based. 

Entitlement to the graduated pension is subject to the existing 
retirement conditions and earnings rule, to which reference has already 
been made. 

If a man who has been receiving a graduated retirement pension dies, 
in addition to her retirement pension (whether paid on her own or her 
husband’s insurance) his widow is entitled to any graduated pension 
which she has earned by her own contributions, and to an amount equal 
to half the graduated pension which her husband had earned. 

Employees who, in virtue of their employment, are members of 
a recognised superannuation scheme constituted under statute, trust 
or inalienable insurance policies, which provides retirement benefits by 
way of pensions that are on the whole as favourable as the right to 
benefit to be derived from graduated contributions under the Act may 
be contracted out of the provisions concerning graduated contributions 
and graduated benefits. In such cases the employment concerned is 
considered to be “ non-participating employment”. Certificates may be 
issued to employers who apply to contract out employees ; these w il 
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specify the employments which are to be valid as non-participating 
employment either generally or in respect of any description of persons 
indicated in the certificate. 

Under the 1959 Act equivalent retirement pensions comprise those 
commencing at the insured pensionable age or earlier (subject to any 
conditions of retirement) the full amount of which may not be sur- 
rendered, commuted or assigned, or terminated or suspended during the 
life of the pensioner, except for prescribed causes, and only pensions not 
less in amount than the pension which would be payable under the 
national graduated scheme in return for contributions in respect of a 
weekly remuneration of £15 (i.e. the maximum graduated pension). 

The Act establishes machinery to preserve the equivalent pension 
rights of an employee who leaves non-participating employment. Unless 
such a withdrawing employee is ensured equivalent pension benefits in 
respect of his period in non-participating employment (a frozen pension), 
his recent emplover is required to pay to the National Insurance Fund an 
amount sufficient to acquire for him the maximum graduated rights— 
that is rights in respect of earnings of {15 a week—in the state scheme 
for the period of contracted-out employment ; in such circumstances the 
employer is entitled to deduct from any contributions otherwise return- 
able to the withdrawing employee up to half of the amount that he must 
pay to the National Insurance Fund. 

Regulations dealing with contracting out came into effect in Novem- 
ber 1959.1 Applications for contracting out will be dealt with by a 
registrar who will issue certificates for contracting out where it is allowed. 
Employers intending to contract out are required to give at least one 
month's notice to the employees concerned and to give at least one 
month’s notice of the intention to apply to the trustees of their pension 
scheme, the insurers and the committee of management, where such 
exist. The registrar may cancel or vary a certificate, either on the 
application of the employer, or on his own initiative if he believes that 
the certificate is no longer justified. A right of appeal against any 
decision of the registrar lies to an adjudicator. The graduated con- 
tributions are to be collected through the P.A.Y.E. (“ Pay-as-you- 
earn ”) income-tax machinery. 

Table X shows the estimated income and expenditure under the new 
national insurance schemes (excluding national health service contribu- 
tions and contributions and benefits of the industrial injuries scheme) for 
certain years up to 2002. 

The Government Actuary points out that the cost of the graduated 
additions does not reach a significant proportion for many years ; 
including the graduated benefits to widows earned by their former 
husbands, it is estimated at about {200 million a year after 40 years. 
The improved increments for the deferment of retirement are estimated 
to rise to some £24 million a year by 2001-02. Although the contribu- 
tions at the lower level of earnings have been reduced, the income under 
the new provisions is higher by reason of the higher contributions from 
employed persons and their employers and the larger Exchequer sup- 
plement. The five-yearly increases will result in increased income, not 
only from the employer and employee contributions, but also from the 
Exchequer supplement. Furthermore the graduated contributions will 
rise with rises in the level of earnings. 

1 The National Insurance (Non-participation—Certificates) Regulations, 1959, and 
the National Insurance (Non-participation—Benefits and Schemes) Regulations, 1959. 
Dated 4 November 1959. Statutory Instruments, 1959, Nos. 1860 and 1861, respectively. 
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TABLE X. ESTIMATED INCOME AND EXPENDITURE UNDER THE NATIONAL 
INSURANCE ACT (1959) UP TO THE YEAR 2002 
(In millions “9 £) 

















| | z | 
| | 1961-62 | 1966-67 | 1971-72 | 1976-77 | 1981-82 | 1991-92 
—___—_——— ————— - $$$ $$ - uJ : j — 
| Income : | 
| Contributions . . 802 915 | 1,015 | 1,115 | 1,219 | 1,315 | 1,419 
Exchequer | 
supplements .| 170 | 170] 177} 190 203 209 216 
| Interes 5). «nef 50 | 50 | 50 50 | 50 50 | 50 
| Seaueeett a dineriethiaats Gel aa ater 
Total income . .| 1,022 | 1,135 | 1,242 | 1,355 | 1,472 | 1,574 | 1,685 
| Expenditure : * br ite eahaade A nace aie: ~ ate 
Retirement pen-| 
sions. . 684 777 | 890 | 993 | 1,074 1,173 | 1,213 
Other benefits and 
administration . 330 | 345 | 344 | 342 br 340 | 343 357 | 
Total Pawas Ga 6, ‘enews | iy ey 
expenditure . | 1 1,014 1, 122, | 8,250} 2,335 | 1, 414 & 516 | 1, 570 
Excess of income over | | Ma ais | 
expenditure ... 8 13 | 8 | 20 | 58 | 58 |} 115 | 
alien etme ST a Fares RE eas Ea tare cee 





Source : National Insurance Bill, 1959, epee by the Government Actuary, op. cit. 


These estimates have been made on the assumption that the average 
rate of unemployment will be 3 per cent., that 2.5 million persons will be 
contracted out, that earnings will rise at the rate of 2 per cent. per year 
and that the benefit rates will remain constant ; the Government Actuary 
states that it is impossible to allow for changes in benefit rates that may 
be made from time to time.! The picture may be an unduly favourable 
one since, if earnings increase by 2 per cent. per year, there will be great 
pressure to increase the benefit rates and undoubtedly certain increases 
will be made. 

The Councils of the Institute of Actuaries and the Faculty of Actuaries 
of Scotland, commenting on the National Insurance Bill, 1959, pointed 
out that, although the graduated pensions “ depend upon” the con- 
tributions paid by one person they are used immediately to pay current 
benefits to some other person and that thus “ the eventual payment of 
the graduated benefits is an additional obligation placed directly upon 
future generations ”. One of the main consequences of the assessment 
system was, they stated, that the scheme of graduated benefits could be 
too easily enlarged, and from this followed the danger, and a major one, 
that national pensions would become entangled in party politics, since 
it would be so easy to make promises the cost of which would be borne by 
future generations.? 


1 The Actuarial Subcommittee of the I.L.O. Committee on Social Security in 1948 
concluded that—“ For a system with a benefit formula which provides appropriate benefits 
according to the currently existing wage level, it is not desirable to use a hypothesis involv- 
ing an increase in the general wage level ”. See “ The Actuarial Problems of the Financing 
of Social Security”, in 1.L.0.: International Labour Code 1951, Vol. 11: Appendices (Geneva, 
1952), pp. 224-226. 


2 Journal of the Institute of Actuaries, Vol. 85, Part I1, No. 370, 1959, pp. 293-299. 
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Publications of the International Labour Office 


Documents of the International Labour Conference. 


Forty-fourth Session, 1960. Report I: Report of the Director-General. 

Geneva, 1960. In two parts. 

The report of the Director-General of the I.L.O. to the Forty-fourth 
Session of the International Labour Conference comprises two parts. The 
first deals with youth and work, and the second, which is at the same time 
the Fourteenth Report of the I.L.O. to the United Nations, gives an account 
of the I.L.O.’s activities over the past year. 


Part I: Youth and Work. v+119 pp. $1; 6s. 

In his Reports to the International Labour Conference in recent years 
the Director-General has placed emphasis on the social objectives of economic 
development, the need to improve productivity in order to give reality to 
aspirations for higher living standards, the desirability of developing labour- 
management relations based on mutual comprehension and confidence as a 
means of promoting economic progress in conditions of social stability, the 
importance of realising the vast potentialities of automation and related 
technological developments for human welfare, and the need to accept and 
absorb change with social resilience. These Reports drew attention to many 
aspects of “a fast-changing world full of new opportunities and new 
challenges ” in which the children and youth of our times will have to live. 
“ It is these children ” the Director-General points out “ who will both benefit 
from our progress and suffer from our errors or omissions.” The purpose of 
the present Report is therefore to place before the Conference some of the 
problems of youth of direct concern to the I.L.O., in the hope that discussion 
may lead to greater understanding, and understanding to such action as 
may be necessary. 

After examining the size of the world’s child and youth population and 
the participation of children and young persons in the labour force, the 
Report then turns to the key question of occupational opportunity and 
choice and the many factors which widen or restrict opportunity, determine 
occupational choice and help young people to find their way through the 
occupational maze of the world of work into suitable and satisfying jobs. 
A further chapter covers the important question of preparing children and 
young persons for work careers and the many problems involved in bringing 
education, training and work closer together and instilling into young 
people an esteem for work and a respect for those engaged in it. Under the 
general heading of youth at work the Report goes on to consider such 
matters as the transition from school to work, the conditions of young 
workers, the promotion of their development as workers, and the satisfac- 
tion they derive from their work. After touching briefly on the subject of 
social security for youth, the Report then turns to the broader relations 
between the young worker and the community and to the problems arising 
in connection with encouraging constructive community participation among 
youth and with widening opportunities for the development of the person- 
ality. 
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Finally, in his last two chapters, the Director-General outlines the work 
already accomplished by the I.L.O. on behalf of young persons during its 
40 years of existence and seeks guidance on the best way in which the I.L.O. 
can in the future meet the basic needs of youth. 


Part II : Activities of the I.L.0., 1959-1960. Report of the Director-General 
(Part II) to the International Labour Conference, Forty-fourth Session, 
1960. Fourteenth Report of the International Labour Organisation to 
the United Nations. 82 pp. 75 cents ; 4s. 6d. 


In the first chapter of his general annual review the Director-General 
deals with the major current and future emphases of the I.L.O.’s activities, 
while the remaining four chapters are devoted to particular aspects of its 
work. Chapter II discusses the promotion of full employment, productivity, 
manpower questions and rural development, to which the I.L.O. has con- 
tinued to devote a substantial measure of its efforts. Chapter III, under the 
heading “ Living and Working Conditions ”, examines general questions of 
immediate interest to the workers such as wages and living costs, social 
security, occupational safety and health and -e special problems of non- 
manual workers, women workers, fishermen and seafarers, workers in inland 
navigation and coal miners. In Chapter IV the Director-General reviews 
the important work done by the I.L.O. to develop institutions in the labour 
field (labour administration, workers’ education, management development 
and labour-management relations). Finally Chapter V covers the standard- 
setting activities of the I.L.O. and technical assistance. A country index is 
appended. 


Publications of the United Nations 
and Other Intergovernmental Organisations 


United Nations, Economic Commission for Europe. 


Government Policies and the Cost of Building. Geneva, 1959. vii+107 pp. 
$1.75; 12s. 6d; 7.50 Swiss francs. 


International Bank for Reconstruction and Development. 

A Public Development Program for Thailand. Report of a Mission Organized 
by the International Bank for Reconstruction and Development at the 
Request of the Government of Thailand. Baltimore, Johns Hopkins 
Press, 1959. xv+301 pp. $6. 


Organisation for European Economic Co-operation, European Productivity 
Agency. 
La formation syndicale en Europe. Two volumes. Paris, 1959. 713 pp. 


Productivity in Distribution. Conference Held at Egmond-aan-Zee, 20th- 
23rd January, 1959. Paris, 1959. 112 pp. 


Other Publications * 
General. 
FRIEDMANN, W. Law in a Changing Society, London, Stevens & Sons, Ltd., 
1959. xxvi+522 pp. 50s. 
This book tackles the fundamental problem of the extent to which law is 
capable of responding and does respond to social change. After an introduc- 
tory section concerning the forces and mechanisms as a result of which law, 


* Mention of a book without a note does not preclude publication of a note in a subsequent issue of 
the Review. 
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both as enacted by the legislature and as declared by the courts, reflects 
social change, the author examines the changes that have been brought about 
by contemporary social changes in legal institutions and legal ideologies. 
Among the significant elements of social change considered in this connection 
are the growth of trade unions and the development of the practice of col- 
lective bargaining, and the spread of social insurance ; in the view of the 
author these factors have helped to transform traditional notions of contract 
and of tort liability, as well as the position of the individual in society. 

The illustrative material is drawn in large part from Anglo-Saxon, 
common-law countries, but there is also comparative material from West 
and East European sources. 


POLITICAL AND Economic PLANNING. European Organisations. London, 

Political and Economic Planning, 1959. xvi+372 pp. 30s. 

This report, which covers eight European organisations—namely the 
Economic Commission for Europe (E.C.E.), the Organisation for European 
Economic Co-operation (O.E.E.C.), the Council of Europe, the North 
Atlantic Treaty Organisation (N.A.T.O.), the Western European Union 
(W.E.U.), the European Coal and Steel Community (E.C.S.C.), the European 
Economic Community (E.E.C.) and the European Atomic Energy Com- 
munity (Euratom)—has been prepared by an international research group 
appointed for the purpose by the Political and Economic Planning Organisa- 
tion (P.E.P.).! 

The report undertakes an analysis of the work of these eight organisations 
with a view to assessing how far they have contributed, individually and 
collectively, to the development of European unity. 

The first chapter, ““ European Co-operation since the Second World War ”, 
outlines the historical background to their work and deals chronologically 
with their establishment. The main body of the report consists of separate 
chapters on each of the eight organisations in which their origins, institutions 
and work are discussed, and conclusions are drawn on the extent to which 
they have been successful in fulfilling the tasks with which they have been 
charged. The final chapter (“Summary and Conclusions”), besides recapitu- 
lating the work of the individual organisations, discusses the need for some 
rationalisation of their activities, describes the attitude of the United 
Kingdom towards European unity, and attempts to assess the total impact 
of the work of European organisations and to place them in a world per- 
spective. 


Social and Economic Questions. 


Bunpwai, B. JI. Pewenue scencxozo eonpoca 6 CCCP. U3zanue BTopoe, nepe- 
paOoTaHHoe HM onoOmHeHHOe. Moscow, Focnonutuszat, 1959. 263 pp. 5 roubles. 


The solution of women’s problems in the U.S.S.R., by V. L. Bilshai. 


Bopncos, I. A., and 3noTHuKosa, JI. [. 7pou3zeodumeabnocmb mpyda 6 Hedme- 
nepepabambieanyyeti npomolusenHocmu CCCP. Moscow, Tocnmanu3gat, 1959. 
119 pp. 3.10 roubles. 

Labour productivity in the Soviet petroleum industry, by P. A. Borisov 
and L. G. Zlotnikova. 


Bry, Gerhard. The Average Workweek as an Economic Indicator. Occasional 
Paper 69. New York, National Bureau of Economic Research, 1959. 
ix+115 pp. $2. 


CARIBBEAN COMMISSION, CENTRAL SECRETARIAT. A Nation Is Built in 
Its Homes, Developments in Home Economics Education in the Caribbean, 
1953-1958. Selected from the Documentation and Report of the Second 
Conference on Home Economics in the Countries Served by the Carib- 
bean Commission, April 10-18, 1958. Trinidad, 1959. v-+-112 pp. 


1 P.E.P., which is located in London, describes itself as an independent non-party 
organisation the aim of which is “ to study problems of public concern, to find out the 
facts, to present them impartially, to suggest ways in which the knowledge can be applied ”. 
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CENTRO LATINOAMERICANO DE INVESTIGACIONES EN CIENCIAS SOCIALES. 
Estratificacién y movilidad social en el Uruguay. Fuentes bibliograficas 
(1880-1958). Publicacién No. 5. Rio de Janeiro, 1959. 60 pp. 


ConDLiFFE. J. B. The Welfare State in New Zealand. London, George Allen 
& Unwin Ltd., 1959. 396 pp. 35s. 


ENTE PALAZZO DELLA CIVILTA DEL Lavoro. Secondo convegno nazionale per 
la civilta del lavoro sul tema Educazione alla Socialita del Lavoro, Roma, 
15-17 ottobre 1959. Rome, 1959. 472 pp. 


Erickson, Charlotte. British Industrialists : Steel and Hosiery, 1850-1950. 
Cambridge, University Press, 1959. xxi+-276 pp. 40s. 


Hanson, A. H. Public Enterprise and Economic Development. London, 
Routledge & Kegan Paul, 1959. xiii+485 pp. 42s. 


INSTITUT ROYAL DES RELATIONS INTERNATIONALES, Belgium. La Belgique et 
l'aide économique aux pays sous-développés. Par une commission d’étude 
interuniversitaire de l'Institut. Brussels, Institut royal des relations 
internationales ; La Haye, Martinus Nijhoff, 1959. 529 pp. 450 Belgian 
francs. 

This volume is of much wider scope and broader interest than its title 
might suggest. It contains 32 contributions by 26 authors, including pro- 
fessors and other scientific staff of various Belgian universities and the 
Solvay Institute as well as a number of senior civil servants. About one- 
fifth of the total length of the book deals specifically with Belgium’s role and 
experience in the underdeveloped world, particularly, of course, in the Congo 
and Ruanda-Urundi; but Professor Baudhuin surveys Belgian investments 
in other areas during the nineteenth and early twentieth centuries while 
Mr. Masoin examines the country’s part in the development of “ Eurafrica ”. 

The rest of the book treats a large variety of theoretical and practical 
problems experienced in the field of economic development. Separate 
chapters deal briefly with the history of economic growth in western Europe 
and Japan, and in the Soviet Union ; others with the contributions to low 
income regions by Britain, France, the U.S.S.R. and F.A.O. In the analytical 
chapters attention is paid to demographic, ethnological, social, administra- 
tive and political as well as economic aspects, and among the latter the role 
of capital formation is particularly emphasised. Mr. de Greef’s “ Elements 
of a Critical Bibliography ” is an annotated catalogue of over 300 publica- 
tions, including a large number of books and articles in languages other 
than French ; it usefully reminds readers of the existence of many contribu- 
tions by, for example, English and American authors in French language 
journals. 

Many of the other articles are also based in part on the analysis of a 
broad international range of literature ; as a result this volume is, in fact, a 
comprehensive and most informative handbook covering most aspects of 
economic development. 


INTERNATIONAL CHILDREN’S CENTRE AND COMMISSION FOR TECHNICAL Co- 
OPERATION IN AFRICA SOUTH OF THE SAHARA. Child Welfare in Africa 
South of the Sahara. Symposium organized in Lagos (Nigeria) from 
March 25 to 31, 1959. Paris, 1959, 185 pp. 


Jounson, L. G. The Social Evolution of Industrial Britain. A Study in the 
Growth of Our Industrial Society. Liverpool, University Press, 1959. 
viii+-178 pp. 25s. 


Koctuu, JI. A. Pezepest pocma npouzsodumeabHocmu mpyda 6 npoMmbluuAeHHocmu 
(Ha npumepe npednpuamuti PC®CP). Moscow, O6usectBo no pacnpoctpa- 
HeHMO MOJMTHYECKHX HM Hay4HbIx 3HaHHH PCPCP, 1959. 52 pp. 0.75 rouble. 
Untapped labour productivity in industry : the example of undertakings 

in the R.S.F.S.R., by L. A. Kostin. 





484 INTERNATIONAL LABOUR REVIEW 





LOGANATHAN, C. Development Savings Bank. An Institutional Device to 
Promote Economic Development and Assist in the Provision of Social 
Justice in Asian Countries within the Framework of Democracy. 
Colombo, Ceylonese National Council, 1959. xiii+ 147 pp. 


NATIONAL PLANNING CounciL, Ceylon. The Ten-Year Plan. Colombo, 
Planning Secretariat, 1959. xii+490 pp. 


Youncson, A. J. Possibilities of Economic Progress. Cambridge, University 
Press, 1959. x+325 pp. 32s. 6d. 


ZOLLNER, Detlev. Sozialpolitik heute. Fortbildung und Praxis, Heft 41. 
Bad Godesberg, Asgard-Verlag, 1959. 80 pp. 


Statistics. 


BUREAU FEDERAL DE STATISTIQUE, Switzerland. Bevdlkerungsbewegung in 
der Schweiz. Mouvement de la population en Suisse, 1949-1956/57. Texte. 
Statistique de la Suisse, 275™¢ fascicule. Berne, 1959. x+309 pp. 


CHANDRASEKHAR, S. China’s Population. Census and Vital Statistics. 
Hong Kong, University Press ; London, New York, Oxford University 
Press, 1959. 69 pp. HK$4. 

The long-standing mystery surrounding China’s population was cleared 
up by the census of the People’s Republic of China in 1953. The author, 
with his background as an internationally known demographer, gives a 
convincing evaluation of the census using first-hand information obtained 
on his visit to China in November-December 1958 and his own analysis of the 
available data. The census, which was limited to a few essential questions 
only and was linked with registration for the electoral roll, had certain 
shortcomings ; but the author considers that there could not have been a 
significant error in the resulting figure for the population of Mainland 
China, namely some 580 million. Though the census was oversimplified by 
modern standards, the need of the authorities for reliable population data 
was urgent, for between 1952 and 1953 the total population figures given in 
various official publications had varied between 479 and 568 million ; more- 
over, the enumeration of nearly 600 million persons in an area of 3.5 million 
square miles was a tremendous task, especially since all the processing and 
tabulation were done by hand. 

A system introduced under the Vital Registration Law of 1952 is claimed 
to have achieved virtually complete records of births and deaths by 1958, 
although the death rates reported for recent years appear rather low, especi- 
ally in the big cities. The officially estimated rate of natural increase in 
the years 1954 to 1956 was over 2 per cent. per year, and in 1957 and 1958 
over 3 per cent., representing an annual growth of 20 million persons. 
After favouring controlled population growth for several years following the 
release of the electrifying news that China had a population of 580 million, 
the Government reverted to the orthodox Marxist line that population growth 
is unquestionably a good thing. Whether the present rapid expansion of the 
population will force another review of this policy, or whether rising stand- 
ards of education and higher levels of living will automatically reduce the 
growth to manageable proportions remains to be seen. More discussion of 
policies and problems is promised in a more comprehensive book on China’s 
population. 


PasywikuH, T. B. [7po6sembi akonomuYecKkoll Cmamucmuku, AHaau3 cmpyKmype 
HapodHoeo xo3alicmea u 63auMoceAZU e20 3AeMeHM06. Moscow, U3faTenbcTBO 
Axajlemuu HayK CCCP, 1959. 375 pp. 14.10 roubles. 

Problems of economic statistics. Analysis of the structure of the national 
economy and the relations between its elements, by T. V. Ryabushkin. 


SAUNDERS, J. V. D. La poblacién del Ecuador. Un andlisis del censo de 
1950. Quito, Casa de la Cultura Ecuatoriana, 1959. 118 pp. 10 sucres. 
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Industrial Relations ; Employers’ and Workers’ Organisations. 


ALL-INDIA TRADE UNION CoNnGRESS. Handbook of Tripartite Decisions. 
Papers relating to Delhi and Nainital Sessions of the Indian Labour 
Conference, Standing Labour Committee, Industrial Committees, 
Decisions, Agreements. New Delhi, 1959. ii+71 pp. 


Brown, E. H. Phelps. The Growth of British Industrial Relations. A Study 
from the Standpoint of 1906-14. London, Macmillan & Co. ; New York, 
St. Martin’s Press, 1959. xxxvii+414 pp. 42s. 
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Lima, Compafifa de Impresiones y Publicidad S.A., 1959. 152 pp. 
20 soles. 


DEPARTMENT OF LABOR, BUREAU OF LABOR Statistics, United States. 
Labor in the Belgian Congo. Foreign Labor Information, No. 3. 
Washington, 1959. 35 pp. 


Diocuarp1, Giuseppe. I/ diritto di sciopero. Studio di diritto costituzionale 
italiano e comparato. Rome, Casa Editrice Stamperia Nazionale, 1959. 
178 pp. 2,200 liras. 


Mpanos, C. A. MescdyHapodnaa Opzanu3zayuan Tpyda u npodicow3nee npasa 
6 Kanumaaucmuyeckux cmpanax. Moscow, U3qatenpctrso AkayleMHuu HayK 
CCCP, 1959. 267 pp. 9.90 roubles. 

Here S. A. Ivanov discusses the work of the I.L.O. in defence of trade 
union rights. He analyses the international labour Conventions on the 
subject, their implementation in various countries and also the international 
control of their application. On the basis of extensive factual material, the 
author states that in many countries trade union freedom is infringed. 

Mr. Ivanov describes the Conventions on trade union rights adopted by 
the International Labour Organisation as a good beginning. However, he 
argues that the Conventions have defects which reduce their significance and 
practical value ; that in the ensuing ten years these defects have become still 
more evident ; that this points to the need for strengthening the safeguards 
attached to trade union rights and so raises the question of revising the 
Conventions ; that the first need is for a declaration, by international 
agreement, confirming the basic trade union rights of the workers—not least 
the right to strike ; that it is also necessary to proclaim clearly the entitlement 
of all workers, including workers in non-metropolitan territories, to the full 
range of trade union rights ; and that the general Conventions on trade union 
rights, revised so as to allow no room for discrimination, should take the 
place of the Right of Association (Non-Metropolitan Territories) Convention, 
1947. The author also refers to the necessity for wider ratification of the 
Conventions and the organisation of an effective system of control over their 
practical implementation. He stresses that international standards respect- 
ing trade union freedoms can only play a favourable part if they correspond 
to the real requirements of life ; if not, they risk becoming a brake on pro- 
gress and thus playing a role directly opposite to that intended for them. 


Jack, D. T. Report on the State of Industrial Relations in the Sisal Industry. 
Dar-es-Salaam, Government Printer, 1959. 23 pp. 2.50s. 


Piazz1, Ugo. Appunti di tecnica sindacale. Rome, Edizioni A.C.L.I., 1959. 
285 pp. 750 liras. 


POLLARD, Sidney. A History of Labour in Sheffield. Liverpool, University 
Press, 1959. xix+372 pp. 35s. 


REyNoLps, Lloyd G. Labor Economics and Labor Relations. Third edition. 
Englewood Cliffs, New Jersey, Prentice-Hall, 1959. vii+568 pp. 


Roserts, B. C. Trade Unions in a Free Society. Foreword by F. W. Patsu. 
London, Institute of Economic Affairs, 1959. 119 pp. 9s. 6d. 
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Cé6opHuk pyKosodnujux mamepuaaos no P@uxancosou pabome npodcow30e. Moscow, 
Mpodusgzat, 1959. 322 pp. 7.30 roubles. 


Collected materials on the financial work of trade unions. 


UNITED STEEL WoRKERS OF AMERICA. Collective Bargaining or Monopoly 
Pittsburgh, 1959. 90 pp. 


WIEDEMANN, Charles. Labor-Management Relations. Reinhold Management 
Science Series. New York, Reinhold Publishing Corporation ; London, 
Chapman & Hall, 1959. xiv-+ 142 pp. 


YoprErR, Dale, and HENEMAN, Herbert G. Labor Economics and Industrial 
Relations. Cincinnati, Chicago, San Francisco, Dallas, New Rochelle, 
South-Western Publishing Company, 1959. x+-726 pp. 


Labour Law. 


LINHARES DA Fonskca, Augusto Cesar. Direito internacional do trabalho 
(Estudo das convengdes internacionais do trabalho e do contrato do trabalho 
do ponto de vista do Direito internacional privado). Rio de Janeiro, 
Grafica Editéra Aurora, 1959. 212 pp. 


Portus, J. H. The Development of Australian Trade Union Law. Melbourne 
University Press, 1958. xxix +267 pp. 


Management. 


HARBISON, Frederick, and Myers, Charles A. Management in the Industrial 
World. An International Analysis. New York, Toronto, London, 
McGraw-Hill Book Company, 1959. xiv+413 pp. $7. 


MALLART, José. Técnicas de diveccién, de administracién y de oficina. Cua- 
dernos de organizacién cientifica del trabajo, nim. 7. Madrid, Artes 
Graficas y Ediciones, 1959. 231 pp. 


SERRUYS, Jacques W. Le chef dans l’entreprise. Fondements psychologiques 
de l’action du chef. Conception de sa mission dans l’entreprise. Brussels, 
Editions Brepols, 1959. 132 pp. 


WASSERMAN, Paul. Measurement and Evaluation of Organizational Perfor- 
mance. A McKinsey Foundation Annotated Bibliography. Ithaca, New 
York, Cornell University, Graduate School of Business and Public 
Administration, 1959. vi+110 pp. 


Vocational Guidance and Training; Rehabilitation. 


INSTITUT DE SOCIOLOGIE, UNIVERSITE DE LikGE. Formation des ouvriers 
spécialisés dans les entreprises. Une enquéte exécutée par l'Institut de 
sociologie de l’Université de Liége pour l’Agence européenne de produc- 
tivité. Liége, 1959. 113 pp. 


SMITH, Leonard J. Career Planning. New York, Harper & Brothers, 1959. 
Vili+ 263 pp. 


Conditions of Work. 


BRENNAN, Charles W. Wage Administration, Plans, Practices, and Prin 
ciples. Homewood, Illinois, Richard D. Irwin, 1959. xi+439 pp. $8.10. 
A textbook for students of job evaluation, incentive systems and 
employee evaluation (merit rating) for both wage and salary earners. A 
large number of existing methods and plans in these fields are explained 
and used to illustrate the general argument. Separate chapters deal with 
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incentive wages for indirect workers, group incentives and compensation of 
executive staff. A final chapter contains 20 exercises, and in the appendices 
a number of practical examples of job descriptions and specifications are 
given, together with a glossary of wage administration terms and the job 
classification system used by the United States Government. 


SHIMMIN, Sylvia. Payment by Results; A Psychological Investigation. 
London, Staples Press, 1959. x+-162 pp. 21s. 


STIEBER, Jack. The Steel Industry Wage Structure. A Study of the Joint 
Union-Management Job Evaluation Program in the Basic Steel Industry. 
Cambridge, Massachusetts, Harvard University Press, 1959. xxiii4 
380 pp. $8. 

This case study deals with one of the most important applications of job 
evaluation as an aid in developing a “ rational” or “ equitable ” structure 
of relative wages. The wage programme of the United States basic steel 
industry is unique in that it covers a wide range of workers and jobs, and 
was brought about by full union and management co-operation involving 
extensive experimentation with the difficult problems arising from incentive 
wages. 

On each of these aspects Mr. Stieber’s book contains a wealth of informa- 
tion of the type that is not normally found in handbooks and job evalua- 
tion, and it clarifies many of the practical problems that may be encountered 
in devising, introducing and administering a job evaluation plan. The final 
chapter (“ Summary and Conclusions ”) in particular contains a number of 
general interpretations relevant to wage theory and wage administration, 
including suggestions for further research in the field of job evaluation. 


WIsTERT, Francis M. Fringe Benefits. Reinhold Management Science 
Series. New York, Reinhold Publishing Corporation ; London, Chapman 
& Hall, 1959. ix+155 pp. 


ZANETTI, Bernardo, LINDELL, C. F. W., and Pers, P. S. Lohnpolitik und 
Arbeitsfriede. Lebendige Wirtschaft, Band 20. Darmstadt, C. W. Leske 
Verlag, 1959. 292 pp. 


Social Security ; Public Health. 


Ave, Hans Adolf. Das Mutterschutzgesetz vom 24. Januar 1952. 5. durch- 
gesehene Auflage (Stand : Mai 1959). Essen, Essener Verlag fiir Sozial- 
versicherung GmbH, 1959. 204 pp. 


BIKKAL, Dionisio. La seguridad social en los paises escandinavos. Madrid, 
Ministerio de Trabajo, Instituto Nacional de Previsién, 1959. 78 pp. 


CaTonE, Bruno. La previdenza sociale nell’agricoltura (beneficiari e pres- 
tazioni). 2nd edition. Rome, “ La previdenza sociale nell’agricoltura ”’, 
1959. ix+211 pp. 800 liras. 


LIAISONS SOCIALES. L’aide aux travailleurs sans emploi. Placement, formation 
et promotion. Chémage partiel et chémage total. Dispositions parti- 
culiéres. Régime des allocations spéciales. Supplément au service quo- 
tidien n° 3297 du 29 janvier 1960. Législation sociale n° 2309 du 29 jan- 
vier 1960. Paris, Liaisons sociales, 1959. 84 pp. 4.75 new French francs. 


Les prestations d’assurances sociales. Supplément au service quotidien 
n° 3277 du 31 décembre 1959. Législation sociale n° 2297 du 31 décembre 
1959. Paris, Liaisons sociales, 1959. 48 pp. 3.50 new French francs. 


OPERA NAZIONALE PENSIONATI D'ITALIA. La crisi del pensionamento. A 
cura del Prof. Marcello Perez. Atti del Il Convegno Medico-Sociale 
O.N.P.I. (Roma, 26-28 Aprile 1959). Rome, “ Il Pensiero scientifico ”, 
1959. 527 pp. 5,000 liras. 

Summarises the papers submitted and speeches made at a convention 
on the medical, social and economic consequences for workers of advancing 

age and retirement held in Rome in April 1959. 
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Living Conditions ; Workers’ Education. 


DEPARTMENT OF HEALTH, EDUCATION AND WELFARE, OFFICE OF EDUCATION, 
United States. Soviet Commitment to Education. Report of the First 
Official U.S. Education Mission to the U.S.S.R., with an Analysis of 
Recent Educational Reforms. Bulletin 1959, No. 16. Washington, 1959. 
xi+135 pp. 70 cents. 


DEUTSCHES INSTITUT FUR WIRTSCHAFTSFORSCHUNG. Die eigenen Leistungen 
der Bundeslinder zur Férderung des sozialen Wohnungsbaus seit 1949. 
Von Rudolf Krause. Berlin, Duncker & Humblot, 1959. 40 pp. 


Juster, F. Thomas. Consumer Expectations, Plans and Purchases: A 
Progress Report. Occasional Paper No. 70. New York, National Bureau 
of Economic Research, 1959. xviii+174 pp. $2.50. 


Sansom, R. C. Organization of Building Sites (European Productivity 
Agency Project No. 302/1). National Building Studies, Special Report 
No. 29, Department of Scientific and Industrial Research (Building 
Research Station). London, H.M. Stationery Office, 1959. x+186 pp. 


Agriculture. 


Japan F.A.O. AssociaTIon. An Introduction to Technical Development in 
Japanese Agriculture. Tokyo, 1959. 127 pp. 


A review from 1603 to the present day of technical developments in 
Japanese agriculture such as the utilisation of improved varieties of seeds, 
of commercial fertilisers and mechanisation and their relationship to national 
political and economic developments. Special mention is made of the de- 
velopments in land tenure, culminating in the land reform legislation of 
1945-1948. 

Until the Second World War technical developments steadily improved 
conditions in the agricultural sector together with the standard of living of 
the rural population and agriculture no longer remained the main supplier of 
cheap labour to the other sectors of the economy. At the same time farming 
was mechanised and increased use was made of chemical fertilisers, so that 
the production level rose and there was a decline in working hours. But, in 
spite of these substantial technical improvements, transplanting and harvest- 
ing operations are still done largely by hand. 

Since 1945 agriculture has lagged behind the other sectors in regard to 
level of production, proportion of national income earned and level of con- 
sumption. The problem of surplus labour in agriculture still persists, since 
the unit of production is exceedingly small, and many farmers are forced to 
supplement their income from agriculture by taking outside employment. 


SOcIETE FRANCAISE D’ECONOMIE RURALE. L’économie agricole frangaise, 
1938-1958. Numéro spécial d’Economie rurale, bulletin de la Société 
frangaise d’économie rurale, janv.-juin 1959. Paris, 1959. 268 pp. 
10 new French francs. 


Co-operation ; Handicrafts. 


DEPARTMENT OF AGRICULTURE, FARMER COOPERATIVE SERVICE, United 
States. Management Training among Farmer Cooperatives. General 
Report 65, June 1959. By David VoLkIN and Nelda Grirrin. Washing- 
ton, 1959. iii+84 pp. 

Faced with the need for more and better training courses for managers of 
farmers’ co-operatives, the relevant service of the United States Department 
of Agriculture sent questionnaires to some 10,000 co-operatives to ascertain 
in what programmes of this kind they had participated in 1957. The results, 
which are presented in this report, indicate what management training, if 
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any, the managerial personnel of co-operatives received in 1957 ; what types 
of co-operative officials attended ; what subjects the training covered ; 
what agencies sponsored the programmes ; and what action can be taken to 


improve management training. 
The text of the report is compiled from a series of statistical tables 


embodying the replies of the co-operatives consulted. 


RHEINISCH-WESTFALISCHES INSTITUT FUR WIRTSCHAFTSFORSCHUNG, Essen, 
Das Handwerk—Gestern und Heute. Schriftenreihe Neue Folge, Nr. 15. 
Essen, 1959. 131 pp. 

SoutH Paciric Commission. Catalogue of the S.P.C. Co-operative Library. 
Technical Paper No. 121. Noumea, 1959. iii+142 pp. 5s.; 6s. 3d. 
(Australian) ; 75 cents ; 2.50 guilders. 
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